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THE “NAUTILUS” 


Atomic Sub and Builders Rely on World’s 
Greatest Lubrication Knowledge 


With the sailing of the ‘Nautilus’ 
— world’s first atomic-powered subma- 
rine -- the U.S. Navy crossed the thresh- 
old of the atomic age. 

Socony-Vacuum is proud that it has 
been able to play a dual role in this most 
significant event. 

First, famous Socony-Vacuum lubri- 
cants are now protecting vital machin- 
ery ab. ard the “Nautilus.” 

Second, Electric Boat Division, Gen- 


SOCONY-VACUUM OIL CO., 


eral Dynamics Corp. — builder of the 
“Nautilus’’ — relies 100% on our lubri- 
cants and a program of Correct Lubrica- 
tion to protect its plant equipment... 
has done so for the past 34 years! 

We wish the ‘‘Nautilus” and her crew 
all success... pledge our continued 
cooperation, in every way possible, to 
the Navy and its suppliers, toward the 
end of keeping America and her allies 
strong. 


The Makers of Mobilgas and Mobiloil 
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Hydraulic bender shapes section of 8-in 
steel pipe in two minutes. This operation 
formerly took a full day. 


A snorkel intake tube being machined to 
very precise tolerances on one of the large 
lathes in the Groton plant. 
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@ brute power 
@ versatility for many 

heavy-duty operations 
@ the easy mobility of o moter truck 


—all are combined in the MICHIGAN 
Excavator-Crane: another predue? of 


















EQUIPMENT 


symbol of resourceful leadership in Power 
Transmission Engineering. 


CLARK EQUIPMENT COMPANY 
Construction Machinery Division 
BENTON HARBOR, MICHIGAN 
OTHER PLANTS: BUCHANAN e BATTLE CREEK 
end JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 

TRANSMISSIONS © AXLES (Front and Rear) © AXLE 

HOUSINGS © TRACTORUNITS © FORK TRUCKS AND 

TOWING TRACTORS © ROSS CARRIERS © POWRWORKER 

MAND TRUCKS © POWER SHOVELS © ELECTRIC STEEL 
~ CASTINGS © GEARS ANDFORGINGS — 




































COLUMBIA PICTURES 
CORPORATION 


The Board of Directors has 
this day declared a cash 
dividend of fifty cents 
(.50¢) per share on its 
Common Stock and Voting 
Trust Certificates for com- 
mon stock, payable Feb- 
ruary 25, 1955 to stock- 
holders of record Febru- 
ary 9, 1955S. 


There was also declared a 
stock dividend of five per 
cent (5%) on the Common Stock and Vot- 
ing Trust Certificates for common stock 
of the Corporation, payable in common 
stock on March 31, 1955 to stockholders 
of record February 9, 1955. Cash will be 
paid where fractional shares of Common 
Stock are due. 





A. SCHNEIDER, 
Vice-Pres. and Treas. 
New York, January 25, 1955. 
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“=> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Thirty-Third 
Consecutive Quarterly Dividend 


uarterly dividend of 50 cents per 
pb on the Capital Stock of the 
Company will be paid March 10, 1955 
to stockholders of record at the close 
of business February 15, 1955 
LYLE L. SHEPARD 
Vice-President & Treasurer 
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companies can supply either complete mobile service, or furnish and maintain equipment for private radio systems. 


More and More Telephones 


Are Going Traveling These Days 


Bell System mobile telephone 
service —a big time and money 
saver—is growing rapidly. 

This service is now available in 
210 areas in the United States. in- 
cluding most cities of over 150.000 
and many smaller places. 


Traveling telephones are necessi- 
ties to many lines of business hav- 
ing vehicles on the road and to 
professional people. 


Often mobile service is the only 
way to reach quickly a moving car, 
truck or boat. And from a mobile 


telephone you can talk with your 
own dispatcher’s office or with any 
other telephone anywhere. 


Mobile telephones cut labor and 
vehicle-operating costs for many 
types of business. Bell System cus- 
tomers receive these advantages 
without capital outlay, equipment 
obsolescence or maintenance 
problems. 


This modern convenience is an- 
other example of how the telephone 
is being made useful to more and 
more people, 





TELEPHONING FROM AUTOMOBILES, TRUCKS, BOATS The mobile telephone resembles an ordinary telephone, except 
that it contains a “push-to-talk” button. Conversations may travel part way by radio and part way by telephone line. Bell telephone 











THREE TYPES OF SERVICE 


| we 


(3) 


GENERAL Two-way telephone service between 
a mobile telephone and any other telephone. 


ag SS 


DISPATCHING Special two-way dispatch service 
between a particular telephone at a customer's 
dispatching office and mobile units in his 
vehicles. 


SIGNALING One-way, non-talking service to 
notify the driver of a particular vehicle to 
comply with prearranged instructions, such as 
calling the office from the nearest telephone. 
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Bell Telephone System 
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The Trend of Events 


3% FOR LONG-TERM GOVERNMENTS... In offering 
a 40-year 3% issue—the longest term since the 
50-year ““Panamas” were issued in 1911—the Treas- 
ury clearly indicates that it believes the obvious 
deflationary implications of the higher rate are more 
apparent than real. In effect, it is saying that the 
business improvement is strong enough to withstand 
the higher cost of credit in sight without any diffi- 
culty. If it is wrong in its estimate, however, and 
business should falter, the Treasury will be criti- 
cized for having inaugurated a less liberal money 
policy just as business was getting into its stride. 
In that case, it will be said that the changed Treas- 
ury policy stopped the rise. One recalls, of course, 
the unfortunate effects of the 314% bond issue which 
was brought out in 1953, just as business was turn- 
ing downwards. 

One cannot overlook the possibility that even the 
moderately tighter credit situation which seems to 
be indicated in recent developments in the money 
market as well as by the new bond issue, may have 
some effect on the investment markets. However, this 
may be more noticeable for the time being in the 
bond market than in stocks. 


One should not draw unduly unfavorable implica- 
tions from these developments, The Treasury is 
bound to move cautiously, in any case. While it has 
had to venture out into deeper waters, it has all the 
means at its disposal to retreat if the seas become 
too rough. 


SOMMUNISM IN WESTERN EUROPE ON THE DECLINE? 
... Looking back over the post-war.decade, it is clear 
that the high-water mark for the @@mmunist parties 
in Western Europe was reached in the period which 
followed directly after the ending of World War II. 
As a matter of fact, the party even then had no real 
importance in the smaller countries such as Holland, 
Belgium and the Scandinavian countries. But in 
France and Italy, the situation was very different. 
With millions in both countries voting the straight 
party line, although only a small minority of these 
millions were unreconstructed members of the party, 
there was always danger of a coup that would turn 
these countries over to the communists. However, 
the example of Czechoslovakia was enough to give 
pause to any of the moderate political leaders in 
France and Italy who might 





The most definite effect is 
likely to be on new mortgage 
lending which has risen to 
unprecedented levels as a 
result of the huge volume of 
home building. A more 
restricted credit condition 
than has prevailed for the past 
year and a half is therefore 
almost certain to have its 
effects on home building. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


have been inclined to bring 
the communist party into a 
government coalition during 
this most uncertain period. 
Fortunately, this temptation 
was withstood during all the 
critical post-war years when 
America feared that Italy and 
France might yet succumb to 
the Reds, for, until the econo- 
mies of both countries could 


This 
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be bolstered, the threat of a communist seizure of 
control could never be dismissed. 

We now have a very different situation. Aided by 
the United States but, even more important, because 
the moderate political leaders have finally acted on 
the principal that political stability could not be 
achieved without economic stability, the political 
climate in both countries has improved substantially 
in recent months. As a result, the communist leaders 
there now feel their influence ebbing, and the open 
quarrels between their leaders over strategy and tac- 
tics furnish proof that the anti-communist parties 
have finally gained the full initiative which they are 
not likely to lose at any time in the foreseeable 
future. The results of this situation are likely to be 
witnessed in the next national elections when it is 
believed the communist party in France and Italy 
will lose many of the seats it now holds. But to assure 
this result, the economic gains thus far registered 
must be retained and, better still, expanded. 


THE CORPORATIONS LOOK AHEAD...It does not 
take a crystal ball to tell us that dynamic and rapidly 
growing America is going to need many more scien- 
tists, engineers and technicians of every conceivable 
sort than the colleges, technical institutions and uni- 
versities are now able to turn out annually. But to 
produce the required number of experts commands 
far greater financial resources than these institutions 
possess. Realizing that this country is commencing to 
fall behind in its annual output of technicians, many 
corporations are now coming to the rescue and are 
contributing substantial sums to enable these insti- 
tutions to provide for the education of qualified 
young men and women who may lack the means for 
such intensive training. It is a trend that deserves 
the widest support by investors generally and we 
are certain that not many shareholders will object 
to this use of their money. 


To facilitate scientific and technical careers for 
talented students is one of the best investments that 
the American corporation can make and we do not 
doubt that the long-term benefits to the corporation, 
as well as to the nation in general, will more than 
justify the outlay. 


If the building and equipping of new industrial 
plants is vital to the future of our country, it is no 
less vital to see to it that we have an adequate corps 
of experts to widen the base of knowledge and tech- 
nical know-how on which a true functioning of these 
plants basically depends. There is no better way of 
insuring the full development of our technological 
potentials. It is, therefore, most reassuring that so 
many of our leading corporations should be taking 
an active part in this important project. 


CLIMATE AS AN ECONOMIC FACTOR... History may 
record that the new Far Eastern crisis was not the 
only important news last week. To millions living 
along the Atlantic Coast, the proceedings of the 
American Meterological Society, which are normally 
not an object of public curiosity, also became im- 
mensely important. The reason is that the scientists 
assembled there made known that the open winters 
in the Eastern part of the United States since 1938 
may have made a hurricane belt of the Atlantic 
coastline. Considering the enormous loss in life and 


property caused by last year’s hurricanes, this is ,) 3 
matter of the highest importance to the ithabitenc BY 
and to the business concerns located in that area 

Residents along the Atlantic Coast are not th 
only ones concerned with serious climatic changes 
Last year, there was a recurrence of costly “dust. 
bowl” conditions in some of the prairie regions, lead. 
ing to exceedingly heavy losses by farmers and live. 
stock owners. As we approach Springtime, river! 
localities throughout the length and breadth of the 
United States will be on the watch for new floods, 
as the snows melt and the waters commence to rise, 
Judged by past experience, many such communities 
will find their normal activities disrupted. 

Total losses to life and to business in the United 
States from the causes described above are very 
substantial. Financial losses alone probably reach 
well into the billions of dollars annually. 


This is a very rich country and, most likely, even 
these heavy property losses can be absorbed without 
ruinous damage to the national economy. However, 
while we obviously cannot prevent climatic changes, 
we can at least take measures in advance to reduce 
their impact. We have the technical knowledge to 
counter the effects of natural disturbances but it has 
thus far been dissipated in sporadic and largely 
ineffective action. What is needed is centralized 
—— to deal with these problems on a national 
scale. 






A DIFFERENCE OF OPINION... There is a very con- 
siderable difference of opinion among economists on 
the business outlook for this year. All agree that total 
production will rise moderately but a number of the 
experts believe this will not be nearly sufficient to 
utilize our full capacity or to reduce unemployment. 

There is surprising unanimity in the view among 
these experts that the President’s Economic Report 
(reviewed elsewhere in this issue) overstates the 
encouraging elements in the situation and minimizes 
those that are less favorable. On the whole, however, 
making full allowance for the obvious political over- 
tones of the President’s Economic Report, it never- 
theless makes a fair case for the conclusion that 1955 
will prove a good year for business. 


The failure of the Report, it seems to us, lies not in 
the way it has dealt with this year’s business out- 
look, but that it has not indicated too comprehen- 
sively how our huge growth potential in the economy 
is to be realized so as to absorb our full capacity of 
machine, shop and manpower, in the years to come. 
Despite the magnificent accomplishments of Ameri- 
can industry, it has never, except during World War 
II, fully realized the desired goal of full productivity. 
There still is an undeniable lag between our remark- 
ably high rate of productivity and the ability of the 
American people (plus exports) to absorb all the 
goods that can be produced. Until we can come closer 
to this ideal point, the level of unemployment is 
likely to be disconcertingly high. In a nation like 
ours, which is the envy of the world, this is not to 
be lightly dismissed. It, therefore, seems to us that 
the President’s Report might have dealt more speci- 
fically with the broader problems of unemployment 
and that it should have indicated more clearly the 
concrete measures by which these fundamental prob- 
lems can be solved. 
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By JOHN CORDELLI 


CRISIS IN THE FORMOSA STRAITS 


Y was the suddenness of the Administra- 
tion’s decision to define American responsibility for 
Formosa and the Pescadores that came as a shock 
both to Congress and the American people rather 
than the decision itself. Yet this has been heralded 
for months by the increasingly ominous develop- 
ments in the Formosa Straits. 

When the Red Chinese 
made their first attack 
on the Tachen islands, it 
was apparent that the 
Nationalists would be 
unable to prevent their 
seizure. Furthermore, 
they were in danger of 
losing the remainder of 
the coastal islands which 
they have held ever since 
the communists took con- 
trol over the mainland. 
These alarming moves 
appeared to be the pre- 
lude for an attack on 
Formosa itself. We 
simply could not afford 
to ignore this threat. 

It was at that point 
the Administration had 
to make a decision to 
intervene, at all costs, if 
necessary to defend For- 
mosa and the Pescadores, 
an essential link in our 
Western Pacific defenses. 
Although our position 
with respect to keeping 
these islands out of the 
hands of Peiping has 
been plain for years, we 
have never implemented 
that policy to the extent 
of committing our forces 
to their defense. We are 
now finally committed to 
do so, however, and this 
should be clear to the Red regime in China. 

_ The immediate purpose of the resolution authoriz- 
ing President Eisenhower to take whatever action 
he deems necessary is essentially defensive. It is a 
specific move to thwart any attempt by the Chinese 
communists at invasion of the two critical areas. 
Necessarily, it involves enormous risks since we 
cannot tell what the reaction of the Peiping regime 
will be to these new important moves by our gov- 
ernment. If they should take up the gage, war would 
result and we would become involved in a long- 
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THIS IS A BUSY TIME AT THE SWITCHBOARD 





drawn conflict with the Chinese Reds, a prospect 
which very few Americans relish. 

It was, therefore, necessary to make very clear 
that it is not the purpose of the United States gov- 
ernment to make war on the Chinese communist 
government unless they force our hand in Formosa 
and the Pescadores. This Administration wants to 
avoid war. Therefore, it 
considers that its current 
moves are designed to 
prevent the outbreak of 
war rather than to insti- 
gate it. 

Its moves are basically 
calculated to lead to a 
cease-fire between Pei- 
ping and Formosa. 
Though Chou En-lai has 
already brusquely re- 
jected the offer of a 
cease-fire, he may have 
done so to save face at 
home. In anticipation of 
this denial, the President 
has offered to refer the 
problem to the United 
Nations where, he hopes, 
negotiations may be 
opened to bring about a 
cessation of the sporadic 
hostilities between the 
communists and the Na- 
tionalists. 

The situation, admit- 
tedly, is dark but by no 
means hopeless. The 
President himself is a 
man of peace and would 
go far, indeed, to prevent 
war. In order to make his 
intent clear beyond the 
slightest question, he has 
affirmed that only he will 
have the final decision so 
far as American forces 
are concerned. This should set at rest any fear that 
our real purpose is to put Chiang back on the main- 
land. We are involved in the Formosa problem 
because it involves our vital interests and not 
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Dowling, in the N. Y. Herald Tribune 


because we have any immediate intention of interven- 
ing in the Chinese civil war. There is a vast differ- 
ence between the two objectives and the President 
is making sure that this is understood by the Nation- 
alists, as well as the Chinese communist leaders. In 
this clearly set forth policy, the President has the full 
support of the entire nation. 








A Market Balance Sheet: 
Strong vs. Weak Factors 


The current indications suggest a continuing selective market, featured by more strength 
than weakness; and probability of an early test of the January 3 bull-market highs. No basis 
for a general liquidating movement is evident. In portfolio management, the emphasis 
should continue to be on values, prospects and profit potentials of individual stocks. 


By A. T. 


Se new highs for 1954-1955 or longer have 
continued to be recorded by a moderate number of 
individual stocks, and by a smaller number of stock 
groups, the confident late-1954 upsurge in the gen- 
eral level of stock prices has given way to a phase of 
trading-range fluctuation over the last four weeks. 
In terms of the Dow industrial and rail averages, 
and most other daily indexes, the bull-market highs 
to date were established on January 3, which is to 
say in the first trading session of 1955. From then to 
this writing the maximum range of the industrial 
average on the downside has been 20.69 points or 
roughly 5%; that of the rail average 8.70 points or 
roughly 6%. 

Here is the pattern in brief outline: the averages 


MILLER 


fell sharply from the January 3 highs to January 6, 
then staged a partial recovery to January 10. The 
latter was followed by another downswing to Jan- 
uary 17, on which the January 6 lows were extended 
by more than 3 points by each average. However, 
wide declines in the session of January 17—amount- 
ing to 8.34 points for the industrial average and 4.18 
points for rails—proved to be climactic. Instead of 
“scaring in” more selling, the additional retreat in- 
duced support. 


The Recent Performance 
The movement has been generally upward during 


most of the last fortnight since our previous analy- 
sis was written, even though the per- 
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formance has been highly mixed. It re- 
sulted in a substantial net gain for the 
period by the industrial and rail aver- 
ages, with the utility list little changed. 









































































































































MEASURING INVESTMENT AND SPECULATIVE DEMAND 


Trading ended last week (the session 
390 DEMAND for STOCKS 340 of eli 28) ona . note, with 
AS INDICATED BY TRANSACTIONS the industrial average closing only some 
350 nad ek wid to 350 4 points under its intraday high of 
» ma it onic attained cpa 3 and with the 
TPMT TTT rail average a little more than 2 points 
310 ET ( cit a i i - Ht Ht _ under its corresponding January ” ea 
Sty SIT 1 it Leann uEALBI On a closing-price basis, the industrial 
270 — ww Bete 270 average reached a new high by a small 
fraction, but that does not definitely 
230 change the trading-range pattern. How- 
“ SUPPLY OF STOCKS ever, the test is now of the upside po- 
- AS INDICATED BY TRANSACTIONS 190 tential, whereas the opposite was so 
AT DECLINING PRICES when we discussed the situation two 

weeks ago. 


Market behavior in the final trading 
session last week, marked by gains of 





































































































360 200 2.10 points by the industrial average 
delet | and 1.98 points by rails, may prove to 

340 ue a have had more than minor significance 
320 ade? ed NL 180 because it followed over-night announce- 
ite ment of terms of the Treasury’s Feb- 

300 i 110 ruary-March financing, involving the 
V4 ° M.W.S. 100 HIGH PRICED STOCKS offering of a long-term bond issue. The 
ol 0 SANE a ART ee 160 latter—while it was a conjectural pos- 
nt \ ae - sibility instead of a fact—had for some 
M.W.S. 100 LOW PRICED STOCKS weeks been regarded with misgiving by 
a Se many, if not most, financial analysts. It 
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was felt that in an already existing sit- 
uation of firming money rates and ris- 
ing bond yields, it would be deflationary 
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policy has in fact become 
mildly restrictive. You see 
that in the 20% boost in margin requirements (from 
50% to 60%), in Federal-Reserve open-market 
operations and now in the long-term bond offering. 

From a market viewpoint, with the monetary 
authorities beginning to get on guard against “too 
much boom”, there are two sides to the coin. On one 
side, you can say that the cautionary moves are too 
modest to be taken seriously, that they suggest offi- 
cial reluctance to “‘rock the boat”, so why not get on 
with the bull-market party? On the other side, you 
can say that, if mildly repressive moves do not get 
the desired result, especially in the stock market, 
they are bound to be followed by tougher moves. 

At the moment, the market seems to be looking 
on the bright side of this coin. Whether a strong 
upsurge will develop is conjectural. Alternatives are 
maintenance of the January trading range, or some 
moderate, irregular, selective extension of the bull 
market. Serious decline remains out of the picture, 
unless our tougher Formosa-defense policy should 
result in much more of a war scare than is presently 
indicated. 

More or less on the restraining side for the market 
are: (1) The relatively advanced level of stock prices 
and the consequent reduction in dividend yields (now 
around 414% average on representative industrials) 
despite the continuing moderate upward trend of 
dividend payments; (2) the very considerable nar- 
rowing of the earlier wide gap between stock and 
bond yields; (3) doubt that second-half business will 
be as good as in first half, allowing for some prob- 
able slackening in automotive and steel activity as 
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compared with present levels; and (4) the tacit 
threat that the Government will go further — as far 
as is deemed necessary — to check boom tendencies 
in the market and in business. 

On the bullish side are the following principal 
considerations: (1) Confidence in long-term growth 
of business activity, earnings and dividends. The 
latter have doubled since the end of World War II, 
are likely to rise further this year, and, according 
to projections of the Joint Congressional Economic 
Committee, could double again by 1965. (2) A grow- 
ing theory, even though it is not provable, that major 
depressions are relics of the past—a theory resting 
partly on the mildness of the last two adjustments 
(those of 1948-1949 and 1953-1954), partly on faith in 
Government powers to counter extreme swings of the 
cycle, partly on the modern tendency of larger cor- 
porations to formulate and largely adhere to expan- 
sion or modernization projects on a long-range basis. 
(3) The continuing flow of investible cash in indi- 
vidual and institutional hands, a goodly part of which 
will go into selected stocks for long-term investment 
as long as there is any material spread of stock yields 
over bond yields. Although narrowing, the spread in 
favor of stocks still exceeds 40%. (4) The supply of 
stock for sale tends to be limited as a result of (a) the 
freezing effect of the 25% capital gains tax; and (b) 
the increasing total of shares taken out of the market 
on a semi-permanent basis by institutional funds. 

In portfolio management the principal emphasis 
should continue to be on the relative values of, and 
differing prospects for, individual stocks. 

—Monday, January 31. 
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(Editor’s Note: In the previous issue, the author 
analyzed the President’s State of the Union Message. 
Continuing his analysis of the Administration’s fis- 
cal program, he now surveys the Budget and the 
Economic Report, both of which contain extraordi- 
nary features which he calls to attention.) 


_Abtthough some feeling of disappointment 
has been raised because the fiscal] operations of the 
Federal Government must show a deficit for the year 
beginning next July 1, the Budget of the Eisenhower 
Administration, newly submitted to the Congress, 
marks a definite stride along the pledged course 
toward recovery of national solvency, toward a 
continuing stability of the dollar yet providing the 
need uppermost in all minds, adequate defense. 

The deficit has been reduced to an estimated $2.4 
billion. As showing what efforts have been made, 
despite immense handicaps, to better the position, 
this figure must be compared with the estimate of 
$45 billion for fiscal 1955. The Budget submitted 
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BUDGET? 


by HAROLD NICHOLSON 


shows expenditures of $62.4 bil- 
lion and receipts of $60 billion. 
The revised figures for the fiscal 
year now half over, the year end- 
ing next June 30 show expendi- 
tures of $63.5 billion and re- 
ceipts of $59 billion. 

Unlike a private corporation 
which can follow the straight 
dictates of its ledgers, the Gov- 
ernment in any Administration 
is subject to all manner of pres- 
sures and must balance absolute 
necessities against regions of 
compromise. President Eisen- 
hower, in his Budget Message 
said: “The Budget would have 
been balanced for the current 
fiscal year if there had been no 
tax cuts. However, it was desir- 
able to share the benefits from 
the large expenditure reductions. 
This enabled the people to have 
the extra money to spend for 
themselves which they retained 
because of the reduction in their taxes. 


Tax Reduction a Business Incentive 


One enters a realm of philosophical probalilities 
in such considerations but it is strongly arguable 
that, had not the tax reductions of last year been 
made effective, investment and other incentives 
would have been withheld with the result that the 
nation’s business as a whole would not have been in 
as vigorous a condition as it is today. In a word, to 
yield in the matter of tax demands then has made 
possible a stronger economic fabric today to meet 
inevitable requirements. The President made clear 
that the remissions of a year ago can not be repeated. 
He said: 

“In view of the prospective deficit we cannot af- 
ford to have any further loss of revenue this year 
through reductions in taxes. The corporate tax rate 
would be automatically reduced under existing leg- 
islation from 52 to 47 per cent on April 1 with a 
revenue loss of about 2 billion dollars for a full year 
unless extended.” However, the President added, 
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i “In the fiscal year 1956 there will be an automatic 


revenue reduction (as compared with 1955) of al- 
most 2 billion dollars under existing law, wholly 
apart from any changes in tax rates. The principal 
reason is the completion of the plan, adopted five 
years ago, under which payments of corporate 
taxes have been moved forward into earlier fiscal 
years. Fortunately this reduction in 1956 will be 
more than offset by increases in revenue due to the 
economic growth of the country.” 

These statements give some indications of how 
in the vast game of national finance, the chess pieces 
must be moved around the economic board to take 
advantage of this gain here, while yielding to a pres- 
sure elsewhere and yet maintain an ever-improving 
equilibrium. And with all the ingenious efforts to 
enhance the over-all well-being of the Nation 
through economies, tax adjustments and so on, the 
President was able to make the statement: “Our 
defense expenditures are now bringing about a 
steadily growing strength. Never before in our 
peacetime history have we been as well prepared to 
defend ourselves as we are now.” 

The President was careful, throughout his Budget 
message, to make clear the intention to continue 
to hew to the line which points the way to recovery 
of as complete a national balance as is possible in a 
reasonably brief time in view of the tremendous 
obstacles to be overcome. It is all too easy to forget 
in consideration of any such Budget that the Eisen- 
hower Administration inherited obligations of some 
$80 billions. The new Administration 
could not start its fiscal housekeeping 
with a fresh sheet. In all its figuring, it 
had to start with that deep hole of $80 
billions which must gradually be filled 
in before the way will be clear to pro- 
ceed with its own untrammeled fiscal 
policies! That deep hole was dug by the 
steam shovels of a long-sustained in- 
flationary policy. So, in this Budget 
Message, it was necessary for the Pres- 
ident to say: 

“We must maintain expenditures at 
the high level needed to guard our na- 
tional security. Our economy is strong 
and prosperous but we should not dissi- 
pate our economic strength through 
inflationary deficits. I have therefore 
recommended to the Congress extension 
for one year of present excise and cor- 
porate income tax rates which are 
scheduled for reduction on April 1, 1955 
under present law. If this is done and 
employment increases as currently an- 
ticipated, we can expect Budget receipts 
to rise 1 billion dollars over 1955 to a 
total of 60 billion dollars in the fiscal 
year 1956.” 

Throughout the Budget Message is 
to be found the same note. The Presi- 
dent said that we must “preserve our 
liberty at home by fostering the tradi- 
tional initiative of the American people. 
We will increase the scope of private 
activity by continuing to take Govern- 
ment out of those things which the 
people can do better for themselves and 
by undertaking on a partnership basis, 
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The FEDERAL BUDGET 


All Other $7.1 


Etc. 
Charges $14.8 
Fixed by Law 


National Security 
Programs $40.5 


wherever possible, those things where Government 
action is necessary. Thus people will be able to keep 
more of their earnings to use as they wish.” 

Again and again, the President emphasizes the 
intention to avoid an inflationary policy. He said: 
“We must maintain financial strength. Preserving 
the value of the dollar is a matter of vital concern 
to each of us. Surely no one would advocate a special 
tax on the widows and orphans, pensioners and . 
working people with fixed incomes. Yet, inflation 
acts like a tax which hits these groups hardest... . 
Expenditure reductions, together with a judicious 
tax program, effective monetary policy and careful 
management of the public debt will help assure a 
stable cost of living—continuing our achievement of 
the past two years.” 


Inflationary Factors 


As an example of the avowed policy of restrain- 
ing further Federal expenditure on resource devel- 
opment and of removing the Government from 
business operations, the Budget omits any recom- 
mendation for new Federal-paid generating units 
for the Tennessee Vally Authority. Indeed, the only 
TVA figure for 1956 is but $2,000,000 compared 
with $214,000,000 for 1955 and $238,000,000 for 
1954. 

Yet with all these surface appearances, with 
every indication of advance toward a balanced fiscal 
position, the President’s Budget within itself and 
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outside (through postponed items) contains all the 
seeds of possible inflation, an extension of expendi- 
tures in the field of what has been called socialistic 
welfare endeavor and an imbalance of the budgetary 
position which could not be cured at any early date. 

As Senator Byrd of Virginia, new Chairman of 
the Senate Committee on Finance, observes, Presi- 
dent Eisenhower plans to spend more for non- 
defense items than even President Truman, an avow- 
ed champion of at least a modified welfare state! 

Here is that area, outside the fixed charges arising 
from service of the debt, veterans and the like, 
where, it has been argued, the greatest opportunity 
for economy lies. And yet the Eisenhower Budget rec- 
ommends for the welfare, health and education cate- 
gories for fiscal 1956, the vast sum of $2,027 million. 
This compares with $1,986 a year ago but what 
is infinitely more impressive, it compares with only 
$1,293 million, $1,592, $1,721 and $1,756 in succes- 
sive years of the Truman regime when the stated 
policy was well nigh socialistic! 

One of the hardest fought issues of the last two 
decades has been over the extent to which the Fed- 
eral Government should enter the field of education. 
Federal aid to education had been a policy of both 
the Roosevelt and Truman Administrations. In gen- 
eral, such a policy had been opposed on the ground 
that education is a matter for the States and that 
a general Federal supervisory hand on national 
education contains a threat of such bureaucratic 
regimentation as has developed under the Labour 
Government in Great Britain and, of course, 
throughout Communist countries. Yet as compared 
with such appropriations as $41 millions in 1950 
and $51 millions in 1951 under Truman, the Eisen- 
hower Budget shows for this same item $264 mil- 
lion for 1955 and $212,million for 1956. 

It is true that a marked drop is to be noted in the 
figures for public housing. For 1955, the Eisenhower 
Budget listed $290 million and for 1956 only $159 
million. This compares with $465 million for 1951 


and $506 in 1952 of the Truman Administration. | 


Analysis of the Budget shows that, even after the 
Administration recovers from the inherited obliga. 
tions which have proved such a handicap so far, it 
is not to be expected that there can be any continued 
lowering of Federal expenditures. This is because 
the Administration does still have substantial sums 
left from previous appropriations which have not 
yet been expended. These, it appears, will run out, 
whereupon the Congress will have to be asked to fill 
up the coffers of the various spending agencies anew, 


“Jokers” in the Budget 


The Budget, as it was presented to the Congress, 
is expected to be analyzed by itself and, because of 
that, great care was taken to include only those items 
which it seems desirable to place on the balance sheet 
immediately before the American people. There are 
lurking jokers. Here and there through the Budget 
Message it is stated that certain desirable things will 
be taken up in later messages. Inasmuch as these 
cannot do otherwise than add to the final total, it is 
not reasonably possible to do otherwise than con- 
sider what will be the total of demands. 

Chief of all proposals is that for a $101 billion 
dollar road building program. The details of this 
project, are yet to be laid before Congress but it is 
understood that the ultimate security for any bonds 
to be issued, for any obligations undertaken, must 
be the Government of the United States. And though 
a separate set of books may be kept on the opera- 
tion, that overhanging obligation inevitably must 
affect the credit of the United States and play its 
part in adding to inflationary pressures. 

But even if some revenue-raising adjunct were 
included, failure of the operating corporation to 
show a profit or break even would mean that the 
Treasury would have to make good any deficit which 
could readily run to five billions a year. That would 
mean a long farewell to a balanced budget! It should 
not be amiss to throw in 
the thought that, in putting 
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— The BUDGET 


Major National Security 


into effect so colossal a 
highway building scheme, 
Congress might be strik- 
ing another blow at the 
railroads which are having 
such a_ struggle against 
truck and passenger car 
competition already and yet 
are paying handsome taxes 
| into the Federal Treasury, 
as well as the treasuries of 
States and local jurisdic- 
tions. 
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Fiscal Year 1956 Estimated 





Defense Outlays 





Military 
Mutual Security (Military) 
Atomic Energy 

Stockpiling 


An entire generation has 
grown up in whose time the 
principal item of any Bud- 
get has been for national 
defense. It has been pos- 
sible, apparently, to pare 
this figure but slightly. The 
sum of $34 billion is asked 
compared with $34.4 for 
1955. The 1954 actual ex- 
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penditure amounted to $40.3 
billion. Broken down, it is shown 
that the $8.8 billions for the 
Army is about half a billion less 
than last year; the $9.7 billion 
for the Navy some $1.3 billion 
less than last year but the Air 
Force item of $15.6 billions 
shows an increase of $2.5 billion. 
The effort to reduce military ex- 
penditures is shown in the fact 
that the Army estimate is lower 
than last year despite a provi- 
sion for an increase of $950 
million in additional pay and 
benefits for the troops. 

Something which does not ap- 
pear in this Budget and, indeed, 
has not appeared anywhere but 
will make an important differ- 
ence if present plans are to be 
carried out, is the proposal 
greatly to increase offshore pur- 
chases for the armed services as 
well as in connection with allied 
foreign armies which we have 
undertaken to supply. To be 
sure, Congress will have much 
to say before the scheme is put 
into action but, as the force of the Administration is 
behind it, very serious consideration must be given 
to all the implications. 

As plans now stand an immense number of items 
for the armed services are to be purchased offshore 
as a part of the general policy of assisting nations 
to recover from the war devastation of the last 
struggle. Such nations as West Germany and Japan 
are included and American industry is being asked 
to cooperate in assisting these foreign industries to 
tool up. 

The implications here obviously are tremendous. 
Systems would have to be employed under which the 
foreign manufacturers would be permitted to use 
American patents and processes. Whether the for- 
eign makers would pay royalties or whether the 
United States would has not been made clear at this 
juncture but certainly someone would have to pay. 
While lower labor costs in the foreign countries might 
lower the apparent burden, a heavy charge on the 
American Treasury sooner or later would become 
apparent. Doubtless there will be opposition to the 
scheme on the part of both American labor and man- 
agement and it is foreseen that new problems in for- 
eign currency handling might arise. 

This effort to partially supply the armed forces 
while assisting the recovery of these foreign coun- 
tries is of a piece with the vast road-building proj- 
ect. The latter must be regarded as a partial answer 
to the demands of organized labor that public works 
be undertaken to insure full employment and, look- 
ing at the matter solely from the point of view of a 
balanced budget and a general welfare policy, it is 
impossible to escape a comparison with the multi- 
billion dollar programs, under the old Works Prog- 
ress Administration, which were inaugurated by 
Franklin Roosevelt. 

In the field of Mutual Security, there has been a 
drawing in of aid on the economic side but, for mili- 
tary assistance more money is proposed. The Budget 
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calls for $4.7 billion for 1956 compared with $4.3 
in 1955. However, there is a provision that actual 
expenditures in 1956 are to be only some $600 mil- 
lion although the larger amount is obligated. 

Even though the Army and Navy figures are 
lower than last year, maintenance and renewals and 
the steady holding of the forces in a state of readi- 
ness must mean substantial work for American 
industry. And on the naval side, it is planned that at 
least one huge carrier of the Forrestal class will be 
constructed. An item of $103 million is provided for 
merchant marine construction and conversion. 

The Air Force receives the lion’s share and, of 
course, there is much secrecy concerning actual 
plans for in its program are new and hidden things 
—all costly, yet unquestionably American industry 
will be called upon to do its utmost in this field. 

The item for the stock-piling of strategic materials 
has dropped from $994 million to $783 million in 
the new Budget but it has been stated that, even at 
this slower rate of accumulation, the new funds will 
see the pile close to 75 per cent completed. Always, 
of course, allowance has to be made and judgment 
exercised in the market. 

An item of especial interest in the Budget is that 
for interest on the Public Debt. It will be recalled 
that a large section of the critical and especially the 
labor press, bitterly attacked the financing policies 
of the new Administration, asserting that there was 
a deep plot to juggle Treasury issues in order to pour 
money into the pockets of bankers and other large 
investors. For 1955, the item for interest on the Pub- 
lic Debt was $6.6 billions. For 1956 it has dropped 
to $6.4 billions, despite an increase in the debt! 

The President said in his message that it will be 
necessary to raise the debt limit although it is ex- 
pected the Treasury can operate during the present 
fiscal year within the limit now set at $281 billion. 

So this entire question of the new Budget must 
be looked upon (Please turn to page 606) 
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Are Discount Houses 


Establishing 


New Price Levels? 


By THOMAS L. GODEY 


Tits has a kind word for discount houses— 
those merchandise bazaars that slash prices of ap- 
pliances and other household items beyond recogni- 
tion—except the public. Phenomena of the post-war 
era, they have been called ‘“bootleggers,” “cut- 
throats” and even worse by the older practitioners 
of retail merchandising and not a few manufac- 
turers. Even the courts of the land have been known 
to say some unkind things about this flourishing 
business. 

And it is a flourishing business, registering an 
annual volume put as high as $25 billion, or 18% 
of all retail trade, with the volume steadily climb- 
ing. It also has been estimated that total discount 
volume throughout the country, including that done 
in the wholesale field, has reached $50 billion per 
year. The discount houses themselves come up with 
this startling estimate: Half of the production of 
hard-goods manufacturers is sold through their 
outlets. 

Describing a discount house is no simple matter; 
it defies easy classification. Thus, a discount house 
usually operates from low-rent premises, but many 
have been so successful that such stores, quite fre- 
quently, are found in the main shopping areas of 
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such big cities as New York and Chicago. Many of 
these stores are crammed from floor to ceiling with 
nationally-advertised wares, but many others carry 
only a negligible inventory and sell from catalogs. 
Quite a few now offer credit terms to customers, 
even more are prepared to arrange with banks or 
consumer-credit firms to finance a purchase and yet 
others operate on a strictly cash-and-carry basis. 
Some few still make a great ado about a card of 
introduction, but in the main this generally is used 
to impress the prospective purchaser, who is being 
psychologically prepared to expect an unusual 
bargain. 


Discount Business Mushrooms 


Cemmon characteristics of the discount house are 
the lack of plush surroundings that are the stock in 
trade of the more conventional retailers and the 
dearth of service from sales personnel. Indeed, in 
the average discount house salespeople are little more 
than order-takers. 

While it is true that the discount house attained 
giant stature in the years following World War II, 
evidence exists that the practice in this country goes 
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t least as far as the First World War. And 
saan today live in homes furnished with 
articles purchased in converted stables or aban- 
doned warehouses, taken over by retailers who 
offered merchandise at bargain prices made possible, 
the operators claimed, by the consequent lower 
overhead. : 

From humble beginnings, this modern-day multi- 
bilion-dollar business went on to cultivate what 
might be termed a group business—unions, public 
employes, fraternal orders and the like. Members 
were given identification cards that made them eli- 
gible to buy from the discount house. With the pass- 
ing of the years and the attendant mushrooming of 
the business, there was a growing tendency to drop 
such restrictions and throw open the doors to all 
although, as cited in the foregoing, a small number 
still inquire about the card of introduction. 

At a conservative estimate, there are 10,000 dis- 
count houses in operation today across the land, 
most of them in the big metropolitan centers. A 
large distributor of electrical appliances in Chicago 
has said that some 70% of all such merchandise 
sold in that city was vended by discount houses. In 
New York City, these cut-rate retailers seem to do 
even better than that. At least the National Retail 
Dry Goods Association, whose members think peace- 
ful co-existence with the Kremlin would be easier 
than a modus vivendi with discount houses, has cal- 
culated that 95% of all electrical appliance sales in 
New York City are made by these price-slashing 
establishments. 


What the Shopper Wants 


While the discount houses would seem to have 
acquired a strangle-hold on such business in our 
biggest cities, it is figured, on a national basis, that 
they account for 55% to 70% of all high-ticket ap- 
pliance sales. They have begun to flex their muscles 
in such cities as St. Louis, posing a large-size prob- 
lem for Famous-Barr, a key in the chain of May 
Department Stores Co., third largest retail group 
in the nation. Deeply concerned, Famous-Barr re- 
sponded with a heavy barrage of newspaper adver- 
tisements, making it clear it would not be undersold. 
In additon, it sent out professional shoppers to find 
out the lowest prices and then adjusted its own 
prices to meet the competition. 

To an unswerving admirer of good old-fashioned 
American business enterprise — and price competi- 
tion is the very essence of that system —the May 
people would seem to ™ 





Laws dealing with “fair trade” may gladden the 
heart of the executive of a department store or the 
sales manager of an appliance-manufacturing con- 
cern, but the shopper doesn’t give a hoot about fair 
trade—she is human enough to want a bargain and, 
naturally enough, is irritated at spiraling prices. She 
can’t be placated with lucid explanations about ris- 
ing costs of labor, material and that sort of thing. 
Old-line retailers also will have to do more than call 
the price-cutters “bootleggers” and even harsher 
names to win back their customers. 


Is “Fair Trade” Fair? 


They wouldn’t have lost their customers in the 
first place if they hadn’t lighted candles to the false 
god of Fair Trade which, incidentally, is neither 
fair nor helpful to trade. This sentiment now is 
being voiced by even the high priests within the 
N.R.D.G.A. After all, if the orthodox retailers had 
been satisfied to let the marketplace be the arbiter 
of retail prices, there would have been ne chance 
for the price-cutter to move in. If a merchant had 
decided to slash prices, competitors would have fol- 
lowed the action or compensated by improved serv- 
ice. This would have boosted business and benefited 
everybody, including the customer, an important 
fellow the stores overlooked in their zeal for pro- 
tective legislation. 


Discount houses are burgeoning today precisely 
because of the economic aberration wrought by Fair 
Trade. And now we have the spectacle of old-line 
retail stores advertising “discount” sales and manu- 
facturers, who long rode the Fair-Trade band- 
wagon, telling the stores it is all right to meet the 
competition of the price-cutter. Obviously, the edi- 
fice is crumbling and even within the N.R.D.G.A. 
voices may be heard urging repeal of these laws. 


If chain-store moguls think calumny and legisla- 
tion are answers to enterprising storekeepers who 
offer a bargain, then discount houses may flourish 
in the next decade even more than they have in the 
last. Merchant princes who resort to such tactics as 
a substitute for honest-to-goodness competition 
within the free-enterprise system are turning their 
back on their own heritage. Many have fergotten 
that the Kregers, Grants, Kresges, Kresses, Wal- 
greens, Edisons and Sears, Roebucks—to name but a 
few—trace their origin to one or two men of courage 
and determination who began with one store. From 
the beginning, customers flocked to these stores, pri- 
marily because of lower prices. Yet none of the early 
chains had it easy. All had to fight against discrimi- 
natory taxes and bitter 
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chain legislation has been eliminated. Communities 
have accepted chain stores and many chain man- 
agers are leaders in community affairs. Far from 
being eliminated, independents have adopted chain- 
store methods and have actually increased in num- 
ber and in volume of sales. Indeed, there are nearly 
2,000,000 retailers in operation in the United States 
—more than ever before and about one for each 86 
persons in the population. 


“Welfare-State” Retailing 


Yet in the floodlight of the historic growth of our 
enterprising retailers, there remains the type of 
store executive whose thinking is more akin to the 
farmer who wants a guaranteed income for his pro- 
duce than the merchant prince who built his mam- 
moth business on giving the public the kind of 
goods people wanted and trumpeting that “nobody 
but nobody undersells us.” 

A spokesman for this welfare-state style of re- 
tailing rose at the convention of the National Retail 
Dry Goods Association in January to tell his col- 
leagues, many of whom were sympathetic, that a 
prime function of manufacturers was to give re- 
tailers a profit. He added: “‘A dealer is entitled to a 
return for his floor space, use of windows, the cost 
of salespeople and demonstrators’ salaries, and use 
of his store’s prestige. He must receive a profit for 
this contribution to the marketing of a product.” 
His theme throughout was that “manufacturers and 
retailers cooperate for their mutual profit.” 

Well, of course, it is not a prime function of a 
producer to guarantee a profit to a retailer. Just 
the same, the profit is there—May has been paying 
dividends without interruption for something like 
45 years and R. H. Macy & Co. has never failed to 
earn a profit during any of the 96 years it has been 
in business. What upsets the keep-up-the-price boys 
is the specter of the big markup (30%, 35%, 40% 
and even more) flying out the sixth floor window— 
appliances, fountain pens, giftware, cameras. 

Discount houses work on a margin that ranges 
from 5% to 17%, with the result that in many of 
these outlets every day looks like the Christmas 
rush. Shoppers know they can buy there for less and, 
while they may be skeptical about the good faith of 
such operators, they have boundless confidence in 
an RCA television set or Philco radio, purchased in 
a factory-sealed carton. While the profit margins 
cited may appear small, it must be borne in mind 
that the price-cutter has the advantage of a heavily 
pre-advertised product. In addition to bearing the 
cost of advertising, the maker also supplies point-of- 
sale promotional material and directions for use of 
the item. Another favorable factor is that most dis- 
count houses regard a warranty accompanying the 
product as a matter between customer and manu- 
facturer. Relatively few of these stores plan an 
active role in making the warranty effective. 

Now, we would like to turn to the question that 
most mystifies the public-Where does the discount 
house get its wares? 

The discount house gets its merchandise where- 
ever it can. Quite a few manufacturers, frightened 
by mounting inventories in their warehouses or in 
need of ready cash or fed up with stores that have 
forgotten how to sell after the decade-long seller’s 
market, sell directly to the price-cutters. Most manu- 
facturers, however, are too fearful of old customers, 








so they resort to such devices as setting up “dummy’ , 
distributors under the guise of premium houses, ey. voy 
port houses and the like, through which they caja x¢ 
funnel goods to discount houses without appeariry \ 
to do so. This polite fiction, of course, fools nobody Yer 
but there are businessmen as intent on saving face “S="": 
as a Chinese feudal lord. 

Discount houses too are quite adept at fiction} 
They have been known to develop or buy up insig.f}\.% 
nificant retail stores, which then order all they can} 
get and resell the goods at a markup of 2% to 5%. 
A few have set up subsidiary distributors through 
which they buy. 

Regular distributors, however, would appear toP 
constitute one of the most useful sources of supply{f 
to the price-cutter. The task of getting goods from 
regular wholesale outlets is rendered much easier 
when a manufacturer establishes a high quota which 
the distributor must attain to keep his franchise, 
And for the piece de resistance we add this tidbit: 
















One Way to Clear Surplus Stocks 





The old-line orthodox retailer, more likely thay 
not, has sold goods to a discount house when there 
was no other way to clear the premises of surplus 
inventories. So prevalent is this practice of trans. 
shipping from wholesalers and retailers to discount 
houses that special agents, known as trans-shippers, 
do a brisk business in arranging such exchanges. 
Thus, a distributor or storekeeper may dispose of 
goods to the agent and then swear with clear con- 
science he didn’t sell to a price-cutter. 

As for the manufacturer, generally he would like 
to ride both horses, for there is nothing so dear to 
his heart as the tinkle of the cash register and sta- 
tistics pointing to a multi-billion-dollar business that 
is getting heftier every year. At the same time, 
there are numerous manufacturers, whose names 
are known to every literate American, who insist on 
rigid control over pricing of their products. 

General Electric, as a matter of fact, has become 
famous for its suits against the price-cutters. The 
impish price-cutters named as defendents in these 
fair-trade trials pay a nominal fee and consider it 
the cheapest publicity they can buy. Rich G.E. can 
afford the considerable expense entailed in checking 
on discount houses and going into the courts. Less § It. 
affluent companies have a real problem: 

While fair-trade legislation varies from state to 
state, usually it carries a proviso that a retailer may 
sue another retailer for violating fixed prices. Re- ha 
tailers, of course, don’t want any part of such suits, 


insisting the manufacturer carry the ball. pu 
wi 
How the Manufacturer Looks At It as 


There is a type of manufacturer, and he may be be 
gaining ascendancy, who believes in selling to all in 
comers and letting the fittest survive. This pro- | a 
ducer is heartened by decisions such as that handed bi 
down in early January by the Georgia Supreme 
Court, which ruled that state’s fair-trade act was el 
unconstitutional. It based its ruling on the opinion G 
that the statute violates the due process clause of fi 
the Georgia Constitution. G.E. once again was the st 


plaintiff. g 
Last October the United States Supreme Court e 
refused to review four decisions upholding fair- b 





trade laws of New York (Please turn to page 606) 
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- can he year-end surveys from various Western find enough steel scrap and iron ore. Despite unprece- 

cking | European capitals make very encouraging reading. dented expansion in the use of petroleum products, 

Less | It appears that the economic situation generally is Europe’s coal output has again fallen behind de- 
the best since the end of World War II and that it mand, and more coal will have to be bought in the 

te to — compares favorably with the most prosperous pre- United States. 

‘may [| War years. The pace of economic progress seems to Even more important, for the first time since the 

. Re- § have quickened. Practically every country broke all war, Europe is worrying about the shortage of labor. 

suits, | Previous production records. The 1954 industrial out- With the exception of Italy, where chiefly in the 
put was at 10 to 13 per cent higher than in 1953, South some unemployment and under-employment 
with chemical industries producing more than twice exists. Western Europe’s vast labor reserves have 
as much as before the war. European farms, now, been used up. The absorption of unemployment 
increasingly mechanized, grew more food than ever means that there is more purchasing power and 

y be before. Despite mounting imports of raw materials, greater consumer demand for goods. In Germany, 

) all | international payments were as a whole favorable, the annual wage bill increased 8.5 per cent during 

pro- and Western Europe again added more than one 1954 as a result of the absorption of unemployment 

aided billion dollors to her gold and dollar reserves. and longer working hours. Most of the increase was 

eme Two years ago no one in Europe would have dared spent on consumer goods and housing. 

was f even to hope for the current boom conditions. In The tremendous strides made during the last few 

nion Great Britain and Germany, many businessmen are, years in Western Europe and the optimistic outlook 

> of figuratively speaking, pinching themselves to make were reflected in an unprecedented bull market in 

the | sure that this continuous business upswing that be- European securities. In the Netherlands, for ex- 
gan back in 1952 is not a dream. Practically the ample, the index of industrial shares rose some 44 

urt entire industrial capacity of Western Europe is now per cent in 1954 as against about 43 per cent in New 

air- being utilized. Yet the orders on hand are still York, in Great Britain some 40 per cent, and in 

06) mounting. One of the problems in 1955 will be to France over 50 per cent. But the boom on German 
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Production Levels and Stock Prices in Individual. 


European Countries 
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Textile Share 
Industry 
Activity 
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Prices 
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1—Second quarter 1954. 





Boom in Western Europe 
(with comparisons of the U. S. data) 
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OVERALL INDUSTRIAL PRODUCTION (1950—100) 
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11.23 10.77 10.48 11.10 should probably make a 
brief survey of the situ- 

—— ation in individual coun- 








Boerses topped all of them, the index of industrial 
shares rising nearly 70 per cent. 


Apprehensions About the Boom 


There has been considerable apprehension both in 
Europe and abroad about the future course of busi- 
ness in Western Europe. The expanding European 
demand for such commodities as rubber, cocoa, wool, 
copper, zinc, and lumber was a great stabilizing 
force at the time when a business recession was de- 
veloping in this country. More recently, the expand- 
ing demand from Europe plus business recovery in 
the United States brought about a very healthy 
firming of prices of such commodities as rubber and 
nonferrous metals, which in turn proved helpful 
to some of the weakened economies in Southeast 
Asia and Latin America. Hence, commodity prices 
and the purchasing power of the raw material pro- 
ducers are vitally dependent on what happens in 
Europe. 

But the Europeans, too, are apprehensive. Up to 
now, to quote one observer, Europe has had “a boom 
without tears.” There has been no over-expansion of 
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tries. Also, it may be ad- 
visable to sketch the general economic forces that 
have brought on the present outburst of activity and 
are likely to make some profound changes in the 
West European business situation. 


Germany Still the Most Dynamic Country 


Germany continues to be the most dynamic coun- 
try in Western Europe. The country entered the 
year 1955 with an industrial production index of 
200, based on 100 for 1936. The boom is centered in 
the German heavy industries, which now import 
rather than export steel to keep up with construc- 
tion, shipbuilding, and consumer durable industries, 
all of which are expected to make new records in 
1955. The automobile industry, which delivered some 
490,000 cars in 1958, built nearly 700,000 units in 
1954 and is expected to bring the output close to 
900,000 cars and trucks in 1955. German shipyards, 
which delivered 725,000 tons of shipping in 1953, 
upped this figure to 920,000 in 1954, and in 1955 are 
expected to deliver almost 1,500,000 tons of new 
shipping. 

Similar gains have been made in the production 
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ments, and heavy engineering equipment (excava- 
tors, hoists, buldozers, etc.) essential to carrying out 
the housing program. In addition, the country is 
facing the task of rearming several army divisions, 
which may necessitate some measures to prevent 
bottlenecks and spiralling of prices and wages. 

While the Germans are unquestionably getting 
more and more prosperous, there is still plenty of 
room for improvement. Personal per capita con- 
sumption is still only about one third as large as in 
the United States and about two thirds as large as 
in Great Britain and France. German taxes were 
reduced as of January 1, 1955, and it appears that 
there will be no difficulty in financing the expansion 
and modernization of factories as well as the exten- 
sive housing program. 

The boom in the Netherlands, which is expected 
to continue in 1955, was only a shade less dynamic 
than in Western Germany. Industrial investments 
continue to be heavy, helped by the inflow of foreign 
capital. As converters of imported raw materials, 
the Dutch are especially anxious to avoid wage and 
cost increases. So far they have relied chiefly on 
personal income tax *reduction—another cut is due 
this year—to keep their labor happy. Nevertheless, 
purchasing power has been rising and may cause 
some trouble, since about one half of everything 
that the country consumes must be imported. 


Progress in Italy and France 


Although neighboring Belgium is practically free 
of curbs on business or capital movement, her indus- 
trial production has grown more slowly than that of 
the rest of Europe. This has been largely due to the 
failure to modernize steel plants and coal mines. 
More recently, the rising steel demand has somewhat 
lifted production. 

The progress in Italy has been 








to run concurrently with an extensive plan for the 
development of overseas territories, more especially 
North Africa. Heavy investment spending is ex- 
pected chiefly in agriculture and transforming indus- 
tries. Most of the wage increase in 1954 were paid 
out of higher productivity, and it remains to be 
seen how successful the Government will be in hold- 
ing wages down next April, when wage-cost relations 
will have to be considered. 

The three Nordic countries, Sweden, Norway, and 
Denmark, are socialist-run welfare economies. They 
were highly prosperous but with the exception of 
Norway made little progress production-wise in 
1954. Norway is still in the process of carrying out 
a heavy industrialization and hydro-electric power 
development program which keeps the Norwegian 
economy in a state of semi-inflation and perpetual 
balance-of-payments difficulties. In Sweden and Den- 
mark, the condition of overfull employment, high 
taxes, relatively easy living, and extensive business 
regulation has produced a certain amount of stag- 
nation—there is little incentive to take risks. The 
drop in the prices of agricultural products in world 
markets and more intensive competition in some of 
the industrial specialties created a considerable up- 
set in Danish international accounts last summer 
before import restrictions again righted her inter- 
national payments. 

Austria and Greece were prosperous in 1954 in 
comparison to past years. Greatly expanded and 
diversified factory and farm production as well as 
heavy investment activity in the hydro-electric proj- 
ects have kept employment and purchasing power 
at a high level. 

Lastly, in Great Britain, business expansion in 
1954 was at a somewhat slower rate than in 1953. 
But to quote the London Financial Times, British 
economy entered 1955 with “no idle resources, with 
three jobs for every two (Please turn to page 608) 





held back by poor crops, but the 
industrial production of the north 
is rising steadily, helped by large 


Western Europe's Economy Continues To Strengthen 


Industrial Production Hit New Peaks 


Prices Remained Stable 





expenditures on land rehabilita- 
tion in Southern Italy and by the 
widening internal market for con- 
sumer durable goods: motorcycles, 
small cars, and household electri- 
cal appliances. As in the Nether- 
lands, the problem is to maintain 
exports in order to finance mount- 
ing imports of raw materials. The 
Government is preparing a 10-year 
modernization and industrial pro- 
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lion new jobs. 


Trade Gap Was Relatively Small 


Gold and Dollar Reserves Increased 





Although France is still laboring 
under the effect of the years of in- 
flation, economic activity continued 
to expand in 1954, with industrial 
production reaching new records. 
Prices have been held in _ line, 
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partly as a result of the excellent 
harvest, and the French competi- 
tive position in world markets im- 
proved somewhat. Premier Men- | 
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PART I 

1954 started with a deteriorating outlook for 
corporate earnings and ended the year on a strong 
note. According to company reports at hand, the 
increase in net income for the final quarter of the 
year was quite exceptional for the majority of com- 
panies. This somewhat abrupt reversal in the previ- 
ous downward trend in earnings reflected the effects 
of the general upturn in business which commenced 
towards the tail end of autumn. The improvement is 
indicated by the production index which was 130 
in December as compared with 123 in August. Al- 
though figures later than November are not yet 
available, it is indicated that manufacturing and 
trade sales have also increased in proportion. In 
November, these sales increased to $48.2 billion, 
as compared with $46.4 billion in October. A simi- 
lar rate of gain for December would place this figure 
close to $50 billion, the highest on record. Against 
this background, it is indicated that the upward 
trend in corporate earnings which became conspicu- 
ous in the final quarter of 1954 will be continued in 
the first quarter of 1955. 

So far as 1954, as a whole, is concerned, it is 
probable that total net corporate profits almost 
equalled those of 1953. This is a satisfactory show- 
ing considering the poor start in early 1954. As- 
suming the fourth quarter to have been as good as 
indicated above, it would appear that the drop 
in earnings in the first half was practically covered 
by the increase in the final quarter, permitting the 
total year’s net earnings to remain more or less 
unchanged from those of 1953. A powerful stimulus 
to net income was the reduction in income taxes. 
Without this corporate profits would have been far 








578 


IUAIVNUCTVAULVVAUOUVAUUTOAEOEVETVACUUAGUA 
Year-End 


Corporate Statements 


By WARD GATES 























—and 
First Quarter 
Trends 


below those of both 1953 and 1952. Actually, pre- 
tax profits were about 12% lower. 

Owing to the comparatively limited number of 
reports available at this writing, a more detailed 
study of earnings for the final quarter of 1954 will 
be deferred to the next issue, when Part II of this 
analysis appears. We will then also publish an aug- 
mented table to include most of the important earn- 
ings statements which will have been issued by the 
companies by that time. The table in this issue is, 
therefore, necessarily abbreviated owing to the lim- 
ited number of reports which have been thus far 
published. It will be noticed that most of the earn- 
ings data in the accompanying table does not pre- 
cisely correspond with the calendar years as many 
of the companies use different fiscal years for their 
reports. 





In the following, we present a concise analysis of 
the earnings reports of several of the companies 
listed. These companies have been selected on the 
basis of general investment interest. 


MONSANTO CHEMICAL CO. — Fourth quarter 
(Dec.) earnings were the most satisfactory earn- 
ings for the year. The company earned $1.34 a share, 
compared with 92 cents a share in the preceding 
quarter. As this is normally the best period of the 
year, the company will do well to equal this per- 
formance in the first quarter of 1955. However, 
there appears to have been an uptrend in sales, 
especially in plastics, since September. Total earn- 
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ings for the year were $4.39 a share, compared with 
$4.88 a share the previous year, the difference being 
accounted for mainly by the decline in third quarter 
earnings, which were only 92 cents a share. As the 
company had very little previous excess profits tax 
liability, the drop in earnings was not correspond- 
ingly cushioned. Depreciation and rapid amortization 


' charges for 1954 are not yet available but in 1953, 


ares 


es 





' $22.8 million was set aside for this purpose. Addi- 


tionally, research expenses went up in that year to 


$10.2 million, compared with $8.8 million the year 


previous. Inasmuch as the company is a leader in 
research activities, it may be presumed that this 
item of operational expense continued heavy through 
1954. As is customary with companies of the rank 
of Monsanto, earnings reported are comparatively 
less important than the sums expended for capital 
improvement and research. In 1953, for example, 
the total expended for depreciation and research 
alone was equivalent to over $6 a share but actual 
earnings reported were only $4.88 a share. Because 
of the significance of these charges, the slight drop 
in Monsanto Chemical earnings in 1954 should not 
be given too much importance by investors. 


NATIONAL BISCUIT CO.—The most important 
feature of the National Biscuit earnings statement 
was the impressive gain in sales, In 1954, sales were 
$359 million against $334.5 million the previous year. 
About $14 million of the increase was accounted for 
by the inclusion of sales by Hills Brother Co. and 
Ranger Joe, Inc. which were acquired early in 1954. 
The increase in the final quarter sales was especially 
impressive, rising to $106 million against $92 mil- 
lion for the corresponding period of 1953. Of im- 


portance was the rise in net profit margin to 5.2% 
for 1954 against 5% in 1953, notwithstanding an 
increase in income taxes of from $22.6 million to 
$23.3 million. Earnings were $2.85 a share com- 
pared with $2.61 a share in 1953. The consistent 
rise in quarterly profits (indicated in the table) 
would seem to indicate a good deal of momentum. 
On this basis, 1955 earnings could easily reach 
$3-3.25 a share. Back of the fine showing by the 
company is the steady promotion of new products 
to meet the demands of a rising population. Im- 
provement of marketing policies is illustrated by 
formation of a new division to merchandise cereal 
and dog food products, both of which are showing 
great vitality in sales. The object of the new move 
is to facilitate more economical distribution and 
widen the base of sales. 


J. P. STEVENS & CO.—The annual report of this 
company, whose fiscal year ends Oct. 31, illustrates 
the difficulties which textile companies have faced. 
Sales dropped precipitously from $334 million in 
1953 to $277.5 million in 1954. Under these condi- 
tions, profitable operations could not be expected. 
Accordingly, for the first nine months of the fiscal 
year (Nov. 1953-July 31, 1954) earnings practi- 
cally vanished and a deficit of 10 cents a share was 
incurred in the July quarter. However, the im- 
provement which commenced at that time in the 
textile industry is reflected in the gain in earnings 
in the Oct. quarter to 34 cents a share. These profits, 
of course, are still quite low but the modest gain 
would seem to indicate a change in trend for profits. 
For the full year, earnings were 90 cents a share 
against $2.35 in 1953. (Please turn to page 610) 








































































































| Comparative Sales, Earnings & Net Profit Margins of Leading Companies 
—Net Sales——— Net Profit Margin— _ ie 
1953 1954 1953 1954 ——Net Per Share——- ——— Net Per Quarter 1954 ——_—— 
——{Millions) —— —%—_—_—— 1953 1954 Ist 2nd 3rd 4th 
Bendix Aviation $638.5 $607.7 2.7% 4.2% $ 8.20 $11.23 -_— 225 $ 2.65 $2.99. $ 3.34 
Case (J. 1.) Co. 114 923 F 6a Ss 06 “(d) 24) (d) 1.73 wi 30 a 73 —_ 26 1 
Caterpillar Tractor 433.8 4010 46 62 486 583 135 170 162 1.27 
Celotex Corp. 59.9 62.2 5.0 5.1 “3.15 335 29 7 73 . 97 ys 1 40 
Chain Belt 41.0 39.5 5.9 5.9 4.02 3.87 89 1.09 , = re) - 1.20 
Dayton Rubber 62.0 55.9 2.8 2.0 2.82 1.80 16 16 25 1.22 
Droneer induction 128.8 130.2 4.0 5.6 3.80 7 5.53 a 129 - 1.31 . 1.68 i: 1.95 
Firestone Tire & Rubber s«s«s«w,O29.4si«iSAtiti«C BBE 5OBZ TBE —s.0BZ 62. 
General Shoe ._ Cae WD 150000382) 82 81 7s (194 
Glidden Co. 720908388 8.09 57 7 860 59—«*O2«D 
Lee Tire & Rubber 46.3 39.3 3.6 3.5 5.94 7 4.97 94 1.34 a 7 . 7 159 
Lukens Steel 97.8 74.9 3.6 2.6 11.34 6.33 1.983 - 2.163 | : 1.318 873 
ematnans Corp. 112.1 117.8 5.2 6.3 1.55 2.01 - 34 44 65 58° 
Mi polis-Moli 105.6 77.4 1.9 (d) .05 1.71 (d) .67 (d) 1.48 16 15 50 
M to Chemical 339.4 341.8 ye 6.9 4.88 4.39 1.01 1.11 92 1.35, 
National Biscuit ... . 359.0 376.3 5.0 5.2 2.61 2.85 66 70 71 78 
Rayonier Ine. ............ 73.3 86.9 14.5 13.6 4.72 5.12 1.26 1.41 1.22 1.27 
Stevens (J. P.) & Co. 334.5 277.5 ar 1.2 2.35 90 51 14 = (d) .10 34 
WRMMCEIRNS ecstacy verctroen orci er cavsaariees 82.7 93.2 3.1 3.3 2.46 2.12 31 69 78 .34 
(d)—Deficit. 1_Estimated. 3—Net for irregular periods. 
*—Adjusted for stock-split. 
—an = —— 
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COMPLIMENT indirectly paid to the democrats by 
President Eisenhower in his economic message was 
not lost on the old-timers in Congress—and it is the 
elder statesmen who will have most to say about the 
degree to which their party’s cooperation will be 













WASHINGTON SEES: 


President Eisenhower is placing his reputation 
as a military strategist on the line by initiating the 
bold plan of Formosa defense, and Congress has 
been quick to grasp the significance which satu- 
rates the fact that the White House, not the State 
Department or the Pentagon, is the point of origin. 
While the man-in-the-street might pass over this 
circumstance as merely procedural, the implica- 
tions are not being lost on Capitol Hill, where the 
enabling votes must be had. 

The President's decision followed by a dramatic 
warning to Congress, over his own signature, takes 
the subject out of the category of part-way meas- 
ures to appease, get along with, or bluff (as the 
current Washington mood might dictate) the com- 
munist foe. Reaction among the lawmakers was: 
This is it! To place striking military forces within 
range of another: nation is permissible as “man- 
euvers” if the plan of operation contains no further 
directives. But in this instance, the order of the 
day is to protect Formosa and certain other off- 
shore territory with the force of military might, if 
need be. 

Congress has been asked to proceed very 
largely in the dark — something a fact-demanding 
legislative body normally rebels at. 

But the fact that details are not being spelled 
out seems to be acceptable because the gravity 
of the situation is known to demand secrecy. The 
White House spokesman has said, and Congress- 
men concur: “We are not going to draw blue- 
prints for the communists!’ The course mapped out 
is the only possible one under the circumstances. 







































CHRONIC FARM SURPLUSES 


By “VERITAS” 





available. Proclaiming the present healthy state of 


the national economy, Ike advisedly did not suggest — ag 
that this condition came about in two years of GOP F an 


rule. He gave credit to the economic structure built 
since post-depression days (1933) under democratic 


administrations, cited the supporting values of social F reé 
security, unemployment insurance, and agricultural fis 
props. nat 


TROUBLE is brewing in Congress as demands grow 
that the huge farm surplus be disposed of by any and 
all means, including dumping of tonnages abroad. 
The White House is up against a tough proposition: 
the argument that other countries need the food 
that’s stored here and keeping prices down, is, of 
course, true; the suggestion that it is better to send 
food than money, sounds valid. But other nations are 
building their own agriculture, don’t want it choked 
off by imports before it really gets going. And 
they’re warning they might have to use tariff powers 
as a weapon of defense—or even of attack. 


FOCUS of organized labor on the congressional front 
will center on increased minimum wages, for the 
present at least. The broader goals of other years, 
including repeal of the Taft-Hartley Act, have been 
mothballed against a hoped-for more favorable 1956 
legislative climate. (Efforts to take from the states 
the right to enact right-to-work laws will continue, 
but even the labor lobbies will be surprised if they 
prevail.) CIO calls the Administration plan for mini- 
mum wage boost from 75 cents to 95 cents an hour, 
is termed “too little and too late’—not enough to 
overtake living cost boosts since the present mini- 
mum was fixed. 


JOHN L. LEWIS, less militant than in the years of his 
youth, is preparing his United Mine Workers for 
defeat of their effort to have the reciprocal trade 
agreement program choked off by Congress. The 
President will prevail in the house ways and means 
committee by a 17-to-8 vote, Lewis says, following a 
private poll. But it means displacing 32 million tons 
of American coal by imported residual oil, he re- 
minds his membership, and he doesn’t want the fight 
abandoned. 
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The technic of sending up trial balloons on 
controversial subjects is seldom used by the Eisenhower 
Administration but an excellent illustration is found 
in the latest proposal to trade United States butter for 
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AA Vie Russian manganese. The method is worthy of inspection; 
it could be an aid to forecasting future programs. 
Several months ago, Agriculture Secretary Ezra T. 
Benson, with studied casualness, dropped a comment that 
Go To international brotherhood is closely linked to trade. 
He added the personal note that his attitude toward trade 


with Russia would be favorable, that a less suspicious 
approach might be helpful. Few drew from the observa- 

Press tions of a deeply religious man, who has given of his 
time to conduct foreign missions, any deep significance 

-- even when he interpolated "trade in butter." 





The background against which Benson spoke 
was one charged with very articulate divisions on 
foreign policy, extending even into the higher reaches of Congress. Senator William 
R. Knowland was off the reservation on the China matter, and Senator Joseph R. McCarthy 
(he had not been given the official frown of a Senate majority then) was declaiming 
against trade with Russia, its satellites, or even countries trading with them. 

And there was a re-birth of the "break relations" movement. 

















But Benson spoke, the White House alerted its listening posts, and when a 








' reasonable time passed without cries of outrage against "strengthening the Reds to 





fight us," Defense Secretary Charles E. Wilson came out flatly for the butter- 
manganese barter. It was one of the too-few instances of Administration team play; 

a striking example of conditioning congress in sharp contrast with the FDR method of 
jamming down programs. It worked perfectly and it suggests top policemen's statements 
should not be discarded as rhetorical, even when seemingly insignificant. 














The White House is expressing more concern than is needed over an apparent 
schism in the democratic party on the question of tax reduction, now. Statements 
of opposition party leaders had encouraged the President to a confidence that his 
fiscal program to the extent of continuing present tax levels, would have bi-partisan 
backing. Now there is in action, a series of efforts to cut the ratal for individuals 
and lop off excises. 














Faced with new payroll boosts and progressively mounting costs of running 
the federal organization, Ike has pleaded there be no act which will intensify the 
problem of making ends meet. Naturally he's discouraged that leaders like Rep. Hale 
Boggs of Louisiana, democrat member of the Capitol Hill inner circle, are spearheading 
a tax-cut drive. But what is overlooked is the fact that the democrats campaigned 
on a promise of "effort" to give relief in this area. They must go through the motions 
of making that effort, and the surface sponsorship must look genuine. But the real 
































Reporters facing President Eisenhower at his first televised press confer- 
ence were more interested in probing his reactions in the light of a series of messages 
to congress than they were in the launching of what was, for most of them, their 
first TV show. Ike had laid out his broad program in a State of the Union Message, 
and he had followed by coming to grips with two perennially "hard" subjects -- postal 
rates, and government pay. Then he had given congress thousands of words, hundreds 
of statistical tables, in a budget message. He had presented to the people, through 
the avenue of Capitol Hill, a plan that called for continued "paying through the 
nose" as the alternative to taking risk, limiting services. Reporters knew that 
question had been raised publicly and privately, wanted to know how the President 
felt about it now. 





























General Eisenhower has not yet polished himself politically to the point 
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that he can hide irritations or disappointments. Newsmen know they can just about 
control his emotions at a press conference. They have done so, for one purpose or 
another. Not all purposes praiseworthy. So they gave him a "reading" as he began his 








discussions, and none could doubt that the results added up to encouraged optimism, 
political and administrative assurance. Yes, the President knew, that his program- 
ming, foreign and domestic, was not milled to the timid, but it was realistic and 
attainable. Half-way through his four-year term, there was no suggestion of apology, 
no knee bent to political fates. One attempting to discern plans for 1956 would have 
to supply his own signs but there's an attitude permeating the Executive Mansion 
which adds up to this: President Eisenhower will seek another term as a willing 
candidate; he will do so in the attitude of a soldier who won't walk out of a battle 
-- but it will be duty and not personal desire. 





























Then the meeting passed on to the direct questions whether the country is 
first of all willing, and, next, able to continue the support of existing institutions 
at going rates. The answer to both was a clear affirmative and there was no aroma 
of ward politics in the claim that the nation has progressed and become stronger in 
the past two years -=- the President disclaimed for himself and his party the whole 
credit. On a global word tour, Ike stopped off to note the changes in Korea, Iran, 
Suez, Trieste, Guatemala, and current efforts in the Middle East with passing note 
of an admittedly weakened situation in Vietnam. Satisfaction with that phase of the 
job was suggested. 

If the democrats feel they are scoring with their taunts about his failure 
to balance the budget, he has the ready answer: He undertook the goal with no false 
pretenses; has a newspaper clipping (he displayed it to the press) saying his 
objective was declared as a cut from $81 billions to about $60 billions "within four 
years," and that his latest budget calls for $62.4 billions -- within two years. 
President Eisenhower instinctively seizes upon FDR expressions from time to time, 
when they seem to him to have especial usefulness. An instance came during question- 
ing on the domestic economy and he pulled out Roosevelt's then-and=-now tactic: how 
do the people feel today, compared to how they felt two years ago. 



































Often talked of but usually classed as too revolutionary to be considered 
seriously, a farm family "economic bill of rights" is about to be pushed. Senators 
Humphrey and Murray are :contributing the sponsorship (names seen on many items of 
proposed law which never come to fruition); purpose is to pass legislation which will 
implement the supposed purposes of many welfare statutes, with particular application 
to families down on the farm. There are house counterparts. And there is the 
important backing of the powerful Farmers Union. 














Declared purposes show the comprehensive scope: (1) Full equality of 
economic opportunity; (2) Improved standards of rural living; (3) Reasonable protection 
against natural hazards; (4) Cooperative action; (5) Public cooperation and help in 
saving the soil; (6) Preservation of social and human values in family farming; 

(7) Decent land tenure encouraging farm ownership; (8) A democratic voice in running farm 
programs; (9) Benefits of expanding world trade; (10) A long-term program of food storage 
to encourage abundance; (11) Assurance that land reclamation will result in establishing 
family farms instead of factories-in-the-field. The structure of the movement would be 
loaded down with committees -- industrial, congressional, advisory, and "watch dog." 





























There hasn't been much written or said about it publicly but two government 
agencies have announced policies that will mean large subsidies to private utilities 
in the atom-electric industry. The Office of Defense Mobilization granted a 75 per cent 
tax write-off to the Duquesne Light Company of Pittsburgh, Pa., which will have the 
nation's first full-scale atomic-electric power plant. This will enable the company to 
charge off three-fourths of the $14 million cost of generators in five years, as depre- 
ciation expense. The government already had agreed to pay $33 million of the $38 
million which the company's atomic furnaces will cost, and will put up $47 million for 
engineering, experimental and research work. In parallel action, the Atomic Energy 
Commission has announced subsidies and other inducements availabla to selected 
utility companies which enter the atom-electric power business. 
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» = the stock market has advanced for almost 
a year and a half and prices scored extensive gains, 
what is the prudent investor to do? Should he remain 
on sidelines, should he place funds in popular blue- 
chip issues which have registered the widest gains 
or should he endeavor to select sound stocks “off the 
beaten track” which for one reason or another have 
not advanced so spectacularly as the leaders? None 
of these courses would appeal to all investors; some 
would prefer to wait for the long anticipated correc- 
tion, while others would be willing to put funds into 
stocks immediately. 

Observations set forth here are intended for indi- 
viduals searching for satisfactory stocks which have 
not “climbed out of sight” in the rush of institutional 
accumulation. Accordingly, three well qualified issues 
in each of eight industrial categories will be briefly 
discussed. Selections will be supported by statistical 
data in the accompanyng tabulation. Comments will 
be designed not so much to provide financial infor- 
mation on earnings, dividends, book values and so 
forth, but to indicate reasons why particular stocks 
have been chosen. 

Obviously it would be impossible to consider ade- 
quately all industrial classifications; as a matter of 
fact, not all groups would be regarded as equally 
attractive. Some have been omitted because there 
would seem to be insufficient public interest, while 
others may appear to have been overexploited for 
the time being. Yet other classifications have been 
omitted simply for lack of space. The fact that a 
group has failed to gain consideration should not be 
Interpreted as an indication of a lack of candidates. 
Moreover, the selections presented here should not 
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Three 
Undervalued 


Stocks 


—In Each of 
Eight Industries 


By J. C. CLIFFORD 


be considered all-inclusive, for others read- 
ily might have been named in many in- 
stances. With these preliminary remarks, 
let us proceed to review the eight cate- 
gories and the selected stocks in each. 





1. AUTOMOTIVE—In this group, the 
more attractive stocks appear to be found among 
manufacturers supplying parts or accessories. B. F. 
Goodrich Co., one of the major tire producers, is a 
recognized leader in petrochemical research. Devel- 
opments in recent years point to outstanding growth 
potentialities. It is apparent that, although tire busi- 
ness promises to remain a major source of revenues, 
the company by no means will be dependent on 
production and sale of casings. Its acrylonitrile plant 
is scheduled to come into production this year. Recent 
successful development of a process for producing 
the true molecule of natural rubber should prove 
significant. Growth at a more rapid rate than the 
automotive industry as a whole can be envisioned. 

Concentration on vital mechanical components ex- 
plains the strength of Borg-Warner’s competitive 
position. Widespread adoption of the automatic 
transmission not only in passenger cars but in trucks 
and busses assures a broad market for an important 
product. Other vital parts include transmissions, 
carburetors, clutches and overdrives. Major manu- 
facturers are principal customers. Revitalized prog- 
ress in household appliances is important. Strong 
points include efficient research, aggressive merchan- 
dising and fine manufacturing facilities. 

Libby-Owens-Ford ranks as a leader in production 
of automotive glass and deserves a place in the group 
under consideration here because the motor car in- 
dustry is the largest outlet for products. Principal 
customers include General Motors’ divisions. The 
vigorous trend toward utilization of greater and 
greater areas of glass in new models is important 
for this company. Not only are larger quantities of 
glass used, but the panoramic windshields are more 











































costly. Growth in glass requirements in residential 
building and in dependence on fiber glass points to 
potential progress in the future. 


2. CHEMICALS—There is little question but that 
chemieals belong in a discussion such as this. Re- 
search is so important that it could have considerable 
bearing on selections of stocks most likely to meet 
requirements under consideration here. Allied Chem- 
ical & Dye deserves careful study as a candidate, 
however, not only because of growth potentials but 
because of outstanding progress in upgrading prod- 
ucts and in diversifying operations in recent years. 
It seems evident that the progress achieved by a 
young and aggressive management have not been 
fully appreciated in financial markets, where the 
company long had been regarded as too self-satisfied. 

Aggressive research and expansion in new lines 
account for the outstanding growth of Spencer 
Chemical in a few years. Opportunities for further 
progress appear promising, and the management has 
taken steps to develop larger facilities. A plant near- 
ing completion is scheduled to produce polyethelene, 
an essential industrial chemical which appears to 
have above-average attraction. Capable management 
and modern, low-cost facilities provide a combina- 
tion that should afford high returns. 

Because W. R. Grace & Company is concentrating 
on chemical operations in this country, the stock is 
placed in this category. Benefits of new facilities and 
expansion in plants acquired through mergers, earn- 
ings are expected to show exceptional improvement 
this year. In addition to growth in agricultural chem- 
ical fields, the company is a leader in Latin American 
commerce and holds vital ocean transportation facili- 
ties which should prove important sources of earn- 
ings as foreign trade expands. Although not strictly 
a chemical concern, the shares should have appeal 
for long term growth in this area. 


3. ELECTRONICS—No one doubts the growth 
potentials in electronics. Probably only the surface 
has been scratched in development of appliances and 
gadgets to lessen dependence on manual labor. One 
of the leaders in the industry is Radio Corp. The 
company is engaged in many phases of the industry 
—radio-TV, communication, phonographs and rec- 
ords, broadcasting equipment, electric appliances and 
air conditioners. Potentialities in future progress are 
readily appreciated by a review of the fields covered. 
Management is regarded as enlightened and aggres- 
sive. The stock has scored substantial gains, but still 
is well below its 1929 high. 

Application of electronic know-how to the office 
appliance field has opened new vistas in research 
that could prove dynamic in the case of Remington 
Rand. Electronic devices include digital and analog 
computers, punched-card-to-tape and tape-to- 
punched-card converters. All kinds of projects in 
industrial operations can be handled mechanically by 
new equipment, which has proved especially useful 
in maintaining inventory controls. Adaptation of 
electronic features to older types of office machinery 
is expected to ease strains in institutional establish- 
ments and to cut costs. 

Progress in electronic research has enabled Ray- 
theon to become a leader in production of germanium 
transistors and diodes. These tiny components are 
becoming increasingly essential in radio and tele- 
vision applications. They are used in almost all mod- 
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ern hearing aids. This company has developed a 
digital computer known as -Rayvac, for which high 


hopes are held. Other items include a wide variety of 7 : 
tubes, including the Magnetron radar power tube; 
the radar range electronic cooker and an ultrasonic| 


metal drilling rig, as well as numerous other items, ; on 
" fred 
P » wit 
4, MACHINERY—The universal desire to find} 





Growth potentials are regarded as exceptional. 


machines that will ease manual labor and reduce 
costs accounts for outstanding progress of many 
manufacturers serving industrial fields. Babcock & 
Wilcox has gained leadership in development of 
generating equipment used chiefly by public utilities, 
Progress in this area led to selection of the company 
to engage in construction of atomic energy projects. 
Engineering skills are relied upon by major concerns 


in refineries and in chemical plants as well as in the} 


steel industry. Industrial growth is certain to provide 
a broad market for the company’s products. 

As a leader in manufacture of portable electric 
tools, Black & Decker has felt the stimulating influ- 
ence of a boom in “do-it-yourself” projects that have 
popularized home construction. Rising labor costs 
have encouraged home owners to undertake smal] 
repair and improvement jobs. Development of a 
broad line of portable electric tools has met ‘with 
ready acceptance in small shops and in service sta- 


tions as well as in homes. As a consequence, the f 


company has expanded rapidly. For representation 
in the machinery group, this issue has appeal. 

Mechanization of farm operations has registered 
impressive gains in the last decade, but many small 
farms have not adopted machine operations to the 
full extent. J. I. Case is one of the larger manufac- 
turers of a general line of machinery. Sales in the 
industry have been hampered in the last year or two 
by declining trends in farm income and by relatively 
prosperous conditions previously which had encour- 
aged overstocking by dealers as well as customers. 
Inventories have been reduced, and a resumption of 
normal demand is contemplated. Prospects for repre- 
sentative manufacturers are regarded as more prom- 
ising. This stock, of course, is speculative but has 
probably seen the worst. 


5. PETROLEUM—Opportunities probably are as 
interesting in the petroleum as at any time in the 
recent past. The trend toward consolidations may 
be expected to gain momentum and find reflection 
in many interesting developments. Cities Service 
should gain broader appeal after the prospective 
split of 214 for 1. The prolonged readjustment from 
a public utility holding campany to an unregulated 
petroleum enterprise has been virtually completed. 
Management now is in position to devote its atten- 
tion to development of many plans that have been 
held in obeyance pending compliance with orders 
from regulatory authorities under the Holding Com- 
pany Act. More aggressive development of gas pro- 
duction and distribution can be expected and 
increased emphasis on marketing of refined products 
in new areas would be a logical development. 

Pure Oil has made outstanding progress in devel- 
opment of increased reserves in Texas and in off- 
shore exploration in the Gulf of Mexico. Extensive 
modernization of refining facilities appears to have 
strengthened this company’s competitive position. 
Undedicated natural gas reserves are regarded as 
among the largest in relation to the company’s capi- 
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talization. The expansion and improvement program 
now appears to have reached a stage where manage- 
ment can consider a more liberal] distribution of 


Texas Pacific Coal & Oil Company, one of the 


dustry. The largest proportion of developed proper- 
ties is located in Texas. In line with the trend toward 
acquisition of promising producing properties, this 
company would be a logical acquisition for a larger 
concern seeking increased undeveloped acreage and 
assured production. 


6. RETAIL—Prominent among backward indus- 
trials group is retailing. Store stocks have lacked 
appeal not so much because of unattractive dividend 
returns but rather because of apprehension over 
general business conditions. As a general rule repre- 
sentative stocks in this group have recovered less of 
losses from their 1946 peaks than most categories. 
Probably the significance of progress in controlling 
costs is not fully appreciated. Allied Stores is one of 
the most aggressive department store chain mer- 
chandisers in the country. The company has pio- 
neered development of suburban shopping centers 


and has achieved outstanding success in expansion 
along these lines. Management has decided to proceed 
more vigorously than ever in establishing new retail- 
ing ventures. If objectives are attained in line with 
forecasts, this company well might experience above- 
average gains in the next few years. 

J. C, Penney is one of the largest chain merchan- 
disers concentrating on comparatively small com- 
munities. This company also has directed expansion 
toward shopping centers and appears well situated 
to intensify its expansion in this direction. Emphasis 
is placed on low-to-medium priced apparel and fur- 
nishings. Success in profitable operations traces 
largely to selection of capable local managers and to 
effective utilization of the profit incentive motive. 
Management is believed well qualified to enlarge 
operations. 

In the variety chain group F. W. Woolworth has 
special appeal because of recent indications of vigor- 
ous expansion plans based on improvement of stores 
and broadening of merchandise lines. Progress has 
been achieved in lowering distribution costs through 
establishment of self-service units. The company’s 
large investment in its British subsidiary is a factor 
which gives the stock appeal. Steps may be taken 
eventually looking toward disposal of part of the 
British holdings, which (Please turn to page 610) 



































Ss a amma simian ee 
Stock Selections From 8 Industries 
1952 1953 1954— 
Net Div. Price- Net Div. Price- Estimated Div. Price- 
Per Per Earnings Per Per Earnings Net Per Per Earnings Price Range = Recent Div. 
Share Share Ratio** Share Share Ratio** Share Share  Ratio** 1954-55 Price Yield 
AUTOMOTIVE: 
Borg-Warner® ........ $ 3.11 $ 1.66 5.8 $ 3.26 $ 1.66 77 $ 2.95 $ 1.66 12.8 39 -34%4 38 4.3% 
Goodrich (B. F.)* 3.80 1.32% 10.1 4.04 1.37% 9.5 4.25 1.60 14.9 6558-5954 63 2.5 
Libbey-Owens-Ford 2.88 2.00 14.8 3.72 2.10 10.8 5.00 2.85 12.7 7642-3958 67 4.2 
STEEL: 
IRVOOO ccc cevis ssc : 6.01 3.00 6.9 6.50 3.00 5.0 7.75 3.00 9.2 74 -33% 69 4.3 
HNN oo oasvcrssss ; 4.85 3.00 9.6 6.90 3.50 5.9 7.60 3.75 9.9 7634-407 68 5.5 
Republic ............. 7.21 4.00 6.5 925 4.122 5.2 7.00 4.872 12.1 8552-474 78 6.2 
CHEMICALS: 
Allied Chemical 4.55 3.00 16.6 5.10 3.00 14.3 4.90 3.00 20.9 10412-7242 97 3.1 
Grace (W.R.)&Co. 2.65 Lf ee 3.61 1.75 YT a 3.40 1.75 13.9 4912-27% 45 3.8 
Spencer Chamical 3.61 2.00 13.5 4.01 2.20 14.6 4.20 2.40 15.8 7472-55" 63 3.8 
PETROLEUM 
Cities Service 12.07 5.00 7.6 13.05 5.00 5.9 10.75 5.00 11.4 129%-78 116 4.3 
Pure Oil ... : 6.17 2.50 10.5 6.12 2.50 7.5 6.50 3.00 11.2 7434-47 70 4.2 j 
Tex. Pac. Coal&Oil 3.86 1.65 W.1 4.29 1.65 8.1 4.25 1.65 11.3 5432-35 55 3.0 
ELECTRONICS: 
Radio Corp............ 2.10 1.00 13.6 2.27 1.00 10.1 275 1.20 14.0 407-2212 38 3.1 
Raytheon Mfg. ...... Or iat 16.7 1.53 F 5.6 1.39 1 143 20%4- 812 19 i 
Remington Rand... 2.71 752 7.0 2.32 1.00 6.0 2.50 1,00 13.4 3612-144 34 2.9 
MACHINERY: 
Babcock & Wilcox 6.62 2.00 57 7.75 2.002 5.6 9.50 2.002 7.6 752-4238 68 2.9 
Black & Decker........ 5.74 2.002 6.4 6.49 2.002 5.6 6.66 2.002 ao 50%2-36'2 49 4.0 
Cot ed a] eee 2.83 2.50 8.7 .06 2.00 243.0 50 1934-137% 18 
RETAIL STORES: 
Allied Stores .......... 5.06 3.00 re 4.92 3.00 15.3 5.15 3.00 10.3 5612-3712 55 5.4 
Penney, J. C........... 4.52 3.25 15.3 4.67 3.50 15.9 - 5.05 3.50 17.0 93 -73% 83 4.2 
Woolworth, F. W... 3.25 2.50 13.8 3.07 2.50 14.0 3.05 2.50 20.7 5434-40% 51 49 
SPECIAL MISCELLANEOUS 
Gorning Glass*...... 1.50 80 21.0 1.86 80 18.8 2.40 1.20 25.0 6332-35 59 8 
Otis Elevator .......... 4.19 2.50 9.5 4.38 2.50 10.4 4.75 3.12% 14.0 69%-4458 61 5.1 
Pfizer (Chas.).......... af 1.15 15.3 2.74 1.25 12.2 3.00 1.35 13.0 42%2-30% 40 3.3 
*—Adijusted for stock split. 1—10% stock. 
**—Based on the final price of the year. 2—Plus stock. 











































































Expanding Horizons 
for New Metals 


By STANLEY DEVLIN 


Pena reactors, supersonic jet airplanes, the 
advances made in electronics and chemistry, and 
along many other industrial fronts have brought 
into being new industries and have created a vital 
need for new metals. This will open up what might 
well be called a new and broader Metal Age in which 
the older metal frontiers will be extended and new 
ons created. 

When the U. S. Navy’s “Nautilus” cast off her 
lines and got underway last month for the first of 
her sea trials, atomic powered transportation be- 
came a reality. Regarded as the forerunner of 
atomic-powered merchant ships and aircraft, and of 
atomic power plants generating electricity for in- 
dustry, farms and homes, the “Nautilus” nuclear 
reactor, fueled by Uranium-235, was the combined 
product of scientists in atomic laboratories develop- 
ing a fissionable fuel, and metallurgists, devising 
ways and means to form, roll and machine Zircon- 
ium. This is the relatively new metal which for a 
water-cooled nuclear reactor such as that installed 
in the “Nautilus,” ranks only second in importance 
to uranium as a vital material. 


Zirconium in the Atomic Age 


The importance of Zirconium as a metal for use in 


The atomic energy program has been 
responsible for much of the new metal; 
research. Here spent uranium is being 
removed from the face of the Brook. 
haven reactor. 





nuclear reactor is that it does 
not absorb and thus waste neu- 
trons, the liberation of which in 
the reactor might be likened to 
bullets that split the uranium 
atoms resulting in a chain-reac- 
tion thus keeping the reactor or 
atomic engine running. There is 
more to Zirconium than this, 
however. Lighter than steel, it 
has remarkable corrosion-resist- 
ance, an extremely high melting- 
point and is strong and work- 
able. 

Zirconium is a new metal. Yet 
the ancient Persians used the 
word “zargun” which throwch a 
succession of the Arabic, Portu- 
guese and French languages be- 
came “zircon,” the mineral 
yielding the element “Zircon- 
ium,” first isolated in 1824 by 
Berzelius, a Swedish chemist. 

For years, Zirconium was 
more or less a laboratory curi- 
osity, although along about 1920, 
zircon, found in the Florida 
beach sands in vast quantities, 
was being treated to concentrate 
the mineral, the oxide finding 
use as an opacifier for enamels, 
and the metal as a ferro-alloy, 
the latter being particularly im- 
portant for high-strength steel parts which must be 
cold formed. Wherever maximum toughness in steel 
products such as rails, rock drills, axles, and crank- 
shafts, for instance, is required, the addition of zir- 
conium alloys to the steel melt will provide the neces- 
sary effect, in addition to increasing the depth hard- 
enability of metal. 

Although zirconium compounds are used in large 
tonnages by the steel industry and in certain divi- 
sions of the chemical industry, such compounds are 
practically unknown to thousands of other potential 
users. A deterrent to the commercial use of zircon- 
ium metal up to a few years ago was the technical 
difficulty and the high cost of producing ductile 
metal that could be fabricated into useful products. 
Due primarily to intensive research by the Atomic 
Energy Commission for structural materials for 
atomic reactors, several companies began to broaden 
research activities into this metal. Westinghouse 
Electric Corp., already at work on a nuclear reactor 
and associated propulsion equipment for the first 
atomic submarine, started laboratory work in 1949 
on two-pound pieces of zirconium. In the next two 
years, small scale experiments grew to pilot plant 
operations of considerable magnitude and by 1952 
when the Bureau of Mines produced the first com- 
mercial size ingots, experimental fabrication in com- 
























































































































































ee ren nme REE NE aenaidiaeiidee 
Producers of New Metals 
—Net Per Share—— Price 
has been 9 Mos. Div. Range Recent Div. 
w metal; Metals Affiliated with: 1953 1954 1954 1954-55 Price Yield 
is bei 
a Allegheny Ludlum Steel.......... Titanium metal National Lead Co. $ 4.40 $ 1.29 $ 2.00 45%- 281% 40 5.0% 
Pe Brook. 9 | 
Am. Potash & Chem.............. Lithium, boron 3.64 2.94 2.00 73\2- 3412 70 2.8 
Anaconda Copper.................. Uranium 3.52 2.21 3.00 52%2- 29% 50 6.0 
t does ; 
Atch., Topeka & Santa Fe...... Uranium ore 14.62 7.65 7.00 134%- 922 123 5.6 
fe neu- 
— rs Carborundum Co. .................. Zirconium 3.69 1.41 1.40 40\%4- 28 34 4.1 
nea to 
‘anium Climax Molybdenum ............ Uranium, Thorium, Tungsten 3.81 4.40 3.00 6838- 37 63 47 
n-reac- : 
tor or ee Titanium spong 3.47 1.50 2.00 40'2- 2812 3805.2 
nere is wif 
1 this CrCUe GUOOE icici insscecccescesses Titanium metal Remington Arms 5.29 81 2 3414- 21354 34 
’ - 
ae duPont de Nemours................ Titanium sponge 4.94 4.74 5.50 17534-104% 159 3.4 
— Becrilie PRONG. con0.-020s1<ccsacceeaees Germanium 3.28 1.24 1.50 29%- 18% 28 5.3 
WOYFrkK- 
Fansteel Metallurgical ......... Tantalum, Tungsten & 1.85 69 503 30%- 207% 28 1.7 
al. Yet Columbium processing 
1d the and fabrication 
mens itanium, Zirconi Horizons Titanium C 2.63 2.14 803 32% 20% 4229 «27 
Port Ferro Corp. .............. T ium, Zire ’ orizons Titanium Corp. ‘ : : - 2034 2. 
a Uranium, Thorium Horizons Zirconium Corp. 
eS De- 
ineral Foote Mineral ......................Lithium ores and .34 94 35 52-11% 4 71 
ircon- concentrates 
24 b 
ist. y Freeport Sulphur ................... Cobalt 3.56 3.13 2.50 76\2- 48%2 69 3.6 
Bhs Homestake Mining ................ Uranium ore 88 341 2.00 52 - 33% 45 44 
fess Howe Sound ..........csssss0 Cobalt 62 34 40 =. 20%: 11% 18 2.2 
orida 
tities, International Nickel ............. Platinum, Palladium, Cobalt 3.55 3.15 2.90 59%4- 34% 584.5 
atrate 
nding Oe eee tenner eerrcrrrs: Titanium ores and slag. New Jersey Zinc 8.20 5.36 6.00 107%- 64% 100 6.0 
ymels Uranium 
’ 
alloy, Le |) See Titanium metal Sharon Steel 3.74 44 2.00 47 - 35%4 46 4.3 
ly im- ” 
ist be Molybdenum Corp. ............- Rare earths. Uranium, 1.16 n.a. 1.00 52 - 36 “4 21 
| steel Tantalum, Thorium 
rank- 
f zir- Monsanto Chemical .............. Titanium metal 4.90 3.04 2.50 106%- 79% 99 2.5 
1eces- i Satie 
hard- National Lead ........................ Titanium ores and sponge Allegheny Ludlum 2.54 2.14 2.10 63%2- 38 56 3.7 
lar ge New Jersey Zince.................... Titanium ore and slag Kennecott Copper 1.38 1.33 1.25 49\2- 362 44 2.8 
divi- Remington Arms ...............000 Titanium metal ; Crucible Steel 78 501 55 13%- 7% W 5.0 
Ss are 
antial Republic Steel .............:s.00000 Titanium ores and metal 9.25 5.22 4.872 85%%- 47% 77 «63 
rcon- 
nical St. Joseph Lead .................... Cadmium 2.40 1.83 2.00 4454- 31% 40 5.0 
uctile — 
lucts. Sharon Steel .....................06 Titanium metal Mallory (P. R.) & Co. 6.10 1.04 2.50 3914- 27% 35 7.1 
- Union Carbide & Carbon ...... Uranium ore and milling. 3.55 2.18 2.50 89 - 70% 82 3.0 
} Tor Boron, Columbium, 
aden Titanium, Tungsten and 
louse Zirconium alloys 
actor . 
first Vanadium Corp. .................. Uranium ore and milling 2.71 1.71 1.30 403%4- 31% 37 3.5 
- 49 Westinghouse Electric............ Research in Zirconium, 4.53 3.77 2.50 8258- 50% 76 3.2 
1 oa Titanium and other metals 
dian 
1952 n.a.—Not available. 1_6 months. 3—Plus stock. 
com- 2—Paid 8% stock. 
com- ben pam rns canna SRE sriecren eran AEROS tse sae en sme wee 














mercial facilities got under way. 

In the same year, The Carborundum Co., also busy 
for some time in zirconium research, entered into 
an agreement with the AEC to produce through its 
newly formed subsidiary, The Carborundum Metals 
Co., 150,000 pounds of zirconium and hafnium 
sponge annually over a five year period. By 1953, 
Carborundum’s new subsidiary, housed in the first 
completely integrated commercial plant built for 
the production of pure zirconium sponge metal, had 
gotten into operation to supply the AEC, and is now 
supplementing this activity by supplying industry 
in general with zirconium metal and zirconium 
chemicals and alloys to the chemical and metallur- 
gical industries. Within a comparatively short time— 
less than a decade—zirconium has changed from a 
curiosity to a vital structural material for atomic 
reactors, possessing tremendous potentials through 
increasing commercial applications. 


A Shortage in Titanium Metal 


Developments in titanium metal, now shaping into 
a new industry, have been even more rapid. Al- 
though titanium, in the form of dioxides, for years 
has had many applications in the textile, paper, 
rubber, paint, ceramic, steel and other industries, 
it was only in 1947 that research-metallurgists went 
to work to advance the metal’s technology. Titanium 
metal, light in weight, having great tensile strength 
and being highly corrosion resistant, was anxiously 
sought by the Air Force and airplane designers as 
an ideal material for supersonic aircraft frames, 
engines and accessories, guided missiles and rockets. 
In its unalloyed state, titanium has a tensile strength 
of 90,000 pounds per square inch. Titanium alloys, 
those most commonly used at present, being 4% 
magnesium and 4% aluminum, have a tensile 
strength of 150,000 pounds, as compared with 88,000 
pounds in aluminum alloys and 125,000 pounds in 
stainless steel. Titanium alloys have a weight about 
57% of steel and yet have a higher tensile strength. 
These strength and weight characteristics, plus the 
ability to resist temperatures up to 1,000 degrees F., 
have given a strong impetus to the production of 
titanium alloys for aircraft use. 


Before production in any sizable quantity could 
be achieved however, there were operating prob- 
lems to be solved. Titanium is so extremely reactive 
its ores cannot be processed into metal by ordinary 
methods. Most of the major hurdles have been sur- 
mounted, although there is still progress to be made 
in improving processes and bringing down costs. In 
any event, the titanium program now appears to be 
well under way. From an output of about 60 tons 
in 1950, production last year reached approximately 
5,000 tons, the bulk of which was accounted for by 
E. I. duPont deNemours and the Titanium Corp. of 
America, the latter being a joint investment of 
National Lead and Allegheny Ludlum Steel in which 
both companies have made substantial technical and 
financial commitments. This association of the two 
companies through TMCA represents one of the 
first integrated operations in the titanium field. 
National Lead, with its great open-pit deposit of 
ilmenite at Tahawus, N. Y., and processing rutile 
from foreign and domestic deposits, is one of the 
world’s leading producers of titanium pigments. Its 
production of crude titanium oxides reduced to very 
pure sponge is melted into ingots at TMCA’s Hen- 
derson, Nevada, plant, and then processed into forg- 





ings, sheet, bars and other forms at Allegheny i 


Ludlum’s plants in the East and on the West Coast, | 


New Titanium Producers 


Before the current year is spent, Cramet, Inc., a 
subsidiary of Crane Co., expects to be contributing | 
substantially to the nation’s titanium output. At the 
end of last year, Cramet’s new Chattanooga, Tenn, 
plant with a scheduled annual capacity of 6,000 tons 
of sponge was more than 50 per cent completed, and 
initial production got under way in January of this 
year. When fully completed this plant will be the 
first domestic titanium sponge producing facility 
planned and constructed as an integrated unit and 
is one of the two largest producers projected for the 
titanium industry up to the present time. 


Part of the new plant’s ores, both ilmenite and 
rutile, will be supplied by another Crane Co. sub- 
sidiary, Marine Minerals, Inc., controlling extensive 
titanium ore deposits, including, in addition to the 
titanium minerals, rare earths and zircon, the source 
of zirconium metal and zirconium chemicals. 


Surpassing the Cramet plant in size will be the 
new $31.5 million plant of the Electro Metallurgical 
Co., a Union Carbide & Carbon Corp. division, which 
is scheduled to be completed some time in late 1956 
or early 1957, and when in full production about a 
year later will have an output of 7,500 tons of 
sponge annually. In its efforts to stockpile titanium 
and assure a sufficient supply to meet estimated 
needs approximating 37,500 tons by 1956, and still 
greater tonnage in the following year for military 
aircraft, General Services Administration in line 
with similar arrangements with Cramet, duPont, 
TMAC and Dow Chemical, guarantees UCC’s 
Electro Metallurgical to purchase all unsold metal 
up to 7,500 tons annually at “going market prices.” 


As things now stand, it is evident that 1956 pro- 
duction of all the titanium sponge producing plants 
in the U. S., will fall short of estimated military 
aircraft needs in that year by about 15,000 tons. This 
calculation includes the full output of the new 
Electro Metallurgical plant, a goal that is not likely 
to be reached until some time in 1957, at the earliest. 
According to current schedule, Dow Chemical which 
has been operating a pilot plant, expects to get into 
titanium sponge production, producing 1,800 tons 
through its new plant, by January of next year and 
reach capacity output by the following July. 


Republic Steel's Ore Discovery 


Looming up in the titanium industry in a poten- 
tially big way is Republic Steel. Back in 1952, 
rumors of a rutile ore deposit in the Sierra Madre 
range in the Mexican state of Oaxaca attracted 
82-year old Donald Gillies, mining consultant for 
Republic, who found outcroppings of what has since 
proved to be rutile ore averaging 15 to 20%, or 
about 60% pure titanium. Republic, after acquiring 
eight claims in early 1953, soon added 30 more 
claims, in one of which, comprising an area of about 
eight and three-quarter square miles, it has proved 
up close to 27 million tons of rutile ore. Outcroppings 
on the remaining claims indicate that they lie along 
the ore bands disclosed by development work on the 
first which, if borne out, might mean the properties 
embrace rutile ore running into hundreds of mil- 
lions of tons. Republic (Please turn to page 611) 
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By JOHN D. C. WELDON 









» = this time a year ago, in an effort to 
describe some of the more hidden forms of invest- 
ment diversification, we published an article showing 
how a number of important corporations, in differ- 
ent fields, have invested portions of their funds di- 
rectly in the securities of other companies. We pointed 
out that there was a very wide range of such invest- 
ments, some companies confining their funds ex- 
clusively to the purchase of securities of companies 
operating in the same field whereas others achieved 
still greater diversification by acquiring stocks of 
companies in entirely different fields. 

The general purpose of the article was to indicate 
to interested readers that there was available to them 
a ready-made opportunity for diversification of their 
own investment through the purchase of stocks of 
companies which had already achieved this purpose. 

Based on the investment methods of these com- 
panies, the investor has two choices: (1) To broaden 
his investment within the same industry by the pur- 
chase of the stock of a company confining itself to 
investments in other companies in its own field; and, 
(2) the purchase of stock in a company extending 
its interests into other industries. Some investors, 
like the companies themselves, prefer the first type 
of diversification, and others, preferring still greater 
diversification, are attracted to stocks of companies 
in the second classification. 


Value of Company Diversification 


In either case, the value of diversification is two- 
fold, generally speaking. One is that, if diversifica- 
tion is broad enough, earnings of the “holding” com- 
pany may be cushioned through independent main- 
tenance of earnings by the companies in which it 
has made investments at a period when its own 
earnings should decline. Second, the opportunity 
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for enhancement in value of the “holding” company’s 
own stock is heightened when the securities held as 
investments advance in market price. 

This price appreciation in “holding” companies’ 
shares was particularly noted in the strong upward 
movement of the stock market in 1954. During that 
period, the investments of most of the companies 
rose substantially in value and this in turn con- 
tributed to the rise in the price of the “holding” 
companies’ stocks. One must, however, place the 
significance of this development in proper perspec- 
tive. What the investor must realize is that the 
basic source of earnings of the “holding” company 
is in the operation of its own business, Additional 
income derived from dividends on investments, or 
additional market value behind their shares by 
virtue of the rise in market value of the investment 
holdings are contributing but not primary factors 
in increased income and higher market values of 
the “holding” stock. Nevertheless, in combination, 
both primary and secondary factors have a bearing 
on the market position of the “holding” companies’ 
shares, and must be carefully considered. 

A year ago, in the article to which we have alluded, 
we provided two tabulations listing securities—and 
their market values—which were held at that time by 
a number of major corporations. In the intervening 
months, the market values of these holdings have in- 
creased substantially in many instances. We now pre- 
sent the same tabulations brought up-to-date, giving 
effect to the market changes in the past year. In these 
tabulations we show the market value of the indi- 
vidual holdings as of a year ago and their value as at 
the close of business January 18, 1955. It will be seen 
in many cases the increases on a per share basis have 
been significant and, undoubtedly, these greater 
values have played an important part in the rise in 
value of the shares of the “holding” companies. 
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Companies with Investments in Varied Fields 








Investments in Other Companies 






















































































i Value of Value of 
Number of Holdings Number of Holdings 
Shares Per Share Shares Per Share 
Company 12/31/53 2/20/54 12/31/54* = 1/18/55 
Allied Chemical & Dye 142,300 U. S. Steel § 27 142,300 $ 1.07 
334,000 American Viscose 1.36 334,000 1.54 
268,000 ‘Air Reduction 72 7,140 .02 
208,309 Owens-Illinois Glass 1.89 208,309 2.40 
56,100 Libby-Owens-Ford Glass 2.77 56,100 4.00 
43,502 Virginia-Car. Chem. Pfd. .61 43,502 85 
$ 8.02 $ 9.88 
| haan: Brake Shoe 117,875 Bucyrus-Erie $ 2.58 96,300 $ 3.24 
Amer. Home Prods. 165,000! Goodrich (B. F.) Co. $ 1.80 165,000! $ 2.66 
Bethlehem Steel 300,000 Rheem Mfg. $ .84 400,000 $ 1.50 
. 
Corning Glass Wks.. 1,050,000 Owens Corning Fibreglas... $21.40 1,050,000 $27.24 
Du Pont (E. I.) 20,000,000 General Motors $28.16 20,000,000 $41.24 
Gulf Oil 2,300,000 British Amer. Oil 1.94 2,300,000 2.61 
1,268,3941 Texas Gulf Sulphur 1.53 1,268,394! 1.93 
130,000 Trans Mt. Oil Pipe Line (n.a.) 130,000 (n.a.) 
Mcintyre Porcupine 100,000 Amerada Petroleum 21.81 93,000 24.70 
22,050 American Metal 58 24,310 1.56 
69,000 Bell Tel. of Canada 3.54 99,360 5.85 
1,200,000 Belleterre Que. Mines 5.26 
39,000! General Electric 1.51 39,000! 2.34 
100,000 Int. Nickel of Canada 4.51 113,500 8.37 
15,000 International Petroleum 45 15,000 51 
33,076 Standard Oil Calif. 2.36 33,076 3.06 
81,400 Standard Oil N. J. 7.95 81,400 10.91 
15,000 U. S. Steel 77 2,000 Az 
| Aluminum Ltd. 10,000 91 
Consolidated Nat. Gas 5,138 21 
Steel Co. of Canada, Ltd. 7,500 39 
Youngstown Sheet & Tube 4,000 36 
$48.74 $59.34 
Owens-lillinois Glass 500,000 Gair (Robert) 3.27 500,000 4.74 
1,050,000 Owens Corning Glass 18.54 1,050,000 23.70 
Container Corp. of Amer. 60,000 1.23 
Pennsylvania Glass Sand 33,831 53 
$21.81 $30.20 
Phelps Dodge 100,000 Amerada Petroleum 1.71 100,000 2.09 
265,714 American Metal 55 322,975 1.65 
$ 2.26 $ 3.74 
Sharon Steel 211,575 Mullins Mfg. 4.42 211,575 4.61 
142,500 National Supply 3.49 142,500 5.18 
$ 7.91 $ 9.79 
Stone & Webster 514,488 Transcon. Gas Pipe Line 5.54 500,000 6.41 
457,155 Tennessee Gas Trans...... 4.99 500,000 7.12 
86,666! Oklahoma Natural Gas 41 86,666! 94 
10,000 Superior Steel : .07 pe ales 
62,500 Texas Gas Trans. .50 : 
Jamaica Pub. Serv. Ltd. 48,891 39 
Community Pub. Serv. 10,800 WM 
$11.51 $14.97 
| Texas Company 1,197,000! Seaboard Oil 1.32 1,203,000! 1.97 
1,440,000 McColl-Frontenac Oil 1.44 1,440,000 1.77 
$ 2.76 $ 3.74 
U. S. Smelting 10,000 Anderson Prichard Oil .87 10,000 .90 
50,100 Texas Pacific Land 10.60 
50,000 Louisiana Land 5.29 
50,000 Texas Pacific Coal 3.59 : 
20,000 Pond Creek Pocahontas 1.24 20,000 1.58 
24,600 Island Creek Coal 74 24,600 93 
$22.33 $ 3.41 








(n.a.)—Not available. 






*—Based on latest available information. 
1—Adjusted for stock-split. 
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Capitalizing Market Values 


There is this additiong| 
point to make with reference 
to gains in the market value 
of securities held by a “hold. 
ing” company: such gains are 
likely to be capitalized on the 
latter’s stock in excess of the 
per share equivalent. For ex. 
ample, if company “A” has ip. 
vestment holdings which have 
risen to an equivalent of $10 
a share on its own shares, the 
gain in the latter, in all like. 
lihood, would be given a mar. 
ket valuation considerably in 
excess of the $10 a share. Such 
valuation might be as much as 
25% or even more if, in addi. 
tion to market gains in its 
holdings, the company was 
also the beneficiary of a rising 
dividend income from these 
holdings. For this reason, the 
market value of stock invest- 
ments held by companies must 
be considered an integral fac. 
tor, as we have already stated, 
in the market position and the 
outlook for the “holding” 
company’s own shares, 

Among some of the more in- 
teresting examples of compa- 
nies whose security holdings 
scored appreciable gains in 
market value in the past year 
are: Corning Glass Works; E. 
I. duPont deNemours & Co.; 
McIntyre Porcupine Mines; 
Owens-Illinois Glass; Ameri- 
can Metal, and Standard Oil of 
New Jersey. It would be of in- 
terest, we believe, to comment 
briefly on these specific accom- 
plishments, particularly with 
reference to the relationship 
of the rise in the value of the 
investment shares and the in- 
crease in the market valuation 
of the “holding” company’s 
common stock. 

Corning Glass Works’ hold- 
ings of Owens-Corning-Fiber- 
glas shares increased in value 
from $21.40 a year ago to 
$27.24, a net gain of $5.84 per 
share on the “holding” compa- 
ny’s stock. Within the same 
period, Corning Glass Works 
shares moved up from 9214 
and sold on January 18, last, 
at 145, a net gain of 52%, 
points. Since the latter date, 
stockholders of Corning Glass 
Works have ratified a stock 
split on a 214-for-1 basis and 
the new stock currently sell- 
ing at 60 is equivalent to 150 
for the old stock, a valuation 
reflecting the current position 
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and growth potential of the 
“holding” company as well as 
the potentialities of the rapid- 
ly growing Owens - Corning 
Fiberglas in which Corning 
Glass holds an equity of ap- 
proximately 35 per cent. 

Between February of last 
year and January of this year, 
General Motors common in- 
creased in market price, add- 
ing approximately $261 mil- 
lion to the value of duPont 
deNemours’ holdings of 20 
million shares of the motor 
company. This was equal to a 
net gain from a year ago of 
$13.08 a share for duPont’s 
outstanding common stock, 
bringing the equity for that 
issue through GM_ holdings 
alone up to $41.24 a share. 
During all of 1954, General 
Motors, through distribution 
of a total of $5 a share in divi- 
dends, added to duPont’s in- 
come in that year by $100 mil- 
lion, the equivalent of $2.17 a 
share on the latter’s stock. 
Both the gain in General Mo- 
tor’s per share market valua- 
tion and its dividend dis- 
tributions were important 
secondary factors in the move 
in duPont deNemours com- 
mon stock which carried it up 
from about 107 a year ago to 
a 1955 mid-January high of 
17534. 

Of still greater interest are 
the gains realized on a per 
share basis of Standard Oil of 
New Jersey’s common stock 
from its holdings of its four 
affiliated companies shown in 
the accompanying tabulation. 
Between January, 1954, and 
the same month, this year, the 
market value of these holdings 
increased from $72.36 to 
$107.09 per share of S. O. of 
N. J., stock, a net gain of 
of $34.73. This calculation does 
not include additional hold- 
Ings, amounting to approxi- 
mately 5,400,000 shares of 
Humble Oil & Refining Jersey 
acquired in the latter months 
of 1954, bringing its total 
holdings of Humble to roughly 
31,439,253 shares. The incor- 
poration of these additional 
holdings of Humble in the tab- 
ulation brings the total mar- 
ket value of Jersey’s stock in- 
terests in its four affiliates to 
$116.32 per share of its own 
stock, up from $72.36 a year 
ago for a net gain of $43.96 
per Jersey share. Over the 

(Please turn to page 616) 


































































































eco S 
Companies with Investments in Closely Related Fields 
Investments in Other Companies 
Value of Value of 
Number of Holdings Number of Holdings 
Shares Per Share Shares Per Share 
Company 12/31/53 2/20/54 12/31/54* 1/18/55 
American Metal 10,715,984 Rhodesian Selection Trust $ 7.21 10,715,984 $ 14.41 
2,934,268 Roan Antelope Copper ....... 7.89 2,934,268 12.21 
164,800 Consol. Coppermines . 44 164,800 .68 
225,000 Climax Molyldenum 2.95 225,000 4.54 
201,369 O’okiep Copper 2.50 201,369 4.25 
$20.99 $36.09 
Amer. Smelt. & Ref. 178,395 Cerro de Pasco 72 178,395 1.31 
2,847,000 Mt. Isa Mines 2.35 2,859,000 3.05 
469,074 Revere Copper 3.27 469,074 5.68 
855,674 General Cable 1.72 855,674 2.51 
330,369 United Park City Mines . .07 330,369 15 
$ 8.13 $ 12.70 
Anaconda Copper 596,094 Anaconda Wire & Cable 3.16 569,094 3.84 
578,228 United Park City Mines .08 578,228 16 
333,000 Inspiration Copper .84 333,000 1.45 
69,700 Butte Copper & Zinc .06 69,700 .08 
$ 4.14 $ 5.53 
Baltimore & Ohio 235,065 Reading Co. Ist Pfd. . ae 235,065 3.57 
345,600 Reading Co. 2nd Pfd............. 4.18 345,600 4.58 
600,800 Reading Co. 6.32 600,800 7.73 
167,127 West. Maryland 7% Pfd...... 11.41 167,127 12.25 
8,000 West. Maryland 2nd Pfd....... 14 8,000 21 
159,050 West. Maryland 1.48 159,050 2.17 
$26.83 $30.51 
New York Central 85,166 C.C.C. & St. L. Pfd. 1.13 85,166 1.21 
465,309 €.6.€. & % t. 12.27 465,309 13.09 
132,845 Dela. Lack. & West. .29 132,845 39 
10,453 Mahoning Coal R. R. Pfd. .08 10,453 .08 
20,133 Mahoning Coal R. R. 1.62 20,133 1.74 
163,439 N. Y. & Harlem R. R. 10.14 163,439 12.62 
433,984 Pittsburgh & Lake Erie 4.57 433,984 5.38 
50,102 Peoria & Eastern Rwy. 29 50,102 41 
136,800 Reading Co. Ist Pfd. 76 136,200 .82 
300,300 Reading Co. 2nd Pfd. 1.44 300,300 1.63 
262,900 Reading Co. 1.10 262,900 1.30 
$33.69 $ 38.67 
Pennsylvania R. R. 645,416 Lehigh Valley R. R. 69 645,416 88 | 
527,168 Norfolk & Western Pfd. 1.00 527,168 1.00 
2,397,280 Norfolk & Western 7.65 2,397,280 8.71 
174,404 Wabash R. R. Pfd. .88 174,404 95 
$10.22 $ 10.94 
Standard Oil of Ind.! 2,069,144 Standard Oil of N. J............. 5.24 1,812,719 6.00 
1,175,000 Midwest Oil Corp........ .83 1,175,000 91 
$ 6.07 $ 6.91 
Standard Oil of N. J. 25,973,000 Stee OUD gn... ccsccccccccsess 25.72 31,439,253 47.23 
24,400,000 Creole Petroleum ............... . 32.22 24,574,668 50.38 
18,896,000 Imperial Oil iceieas 9.67 20,787,800 13.38 
11,994,000 International Pete ............ ; 4.75 11,994,917 5.33 
$72.36 $116.32 
Union Pacific 24,192 Baltimore & Ohio Pfd. .22 24,192 31 | 
25,024 Baltimore & Ohio AW 25,024 .22 
19,855 Chicago & Nor. West. Pfd. 14 19,855 JW 
196,540! Illinois Central Pfd. 2.40 196,540! 2.68 
537,400! Illinois Central 4.95 537,400! 7.25 
160,000 New York Central 75 86,500 1.18 
115,200 Pennsylvania R. R. 44 115,200 59 
$ 9.01 $ 12.34 
(n.a.)—Not available, 
*—Based on latest available information. 
1_Adjusted for stock-split. 
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Will A.T. & T. 
Reach 200? 


By WARREN BEECHER 


Telephone & Telegraph is undoubt- 
edly considered the typical investment stock by most 
Americans, since over 114 million of them from 
almost every economic strata have invested in it. The 
average holding is 33 shares, with over half a million 
stockholders owning only 10 shares or less. The list 
includes 350,000 “joint accounts”, where two to five 
people share the ownership; there are also some 
10,000 insurance companies, hospitals, schools, 
churches and charitable organizations in the list. The 
stoek is held by 387 large institutions—about the 
same number that hold duPont, General Electric, 
General Motors, Union Carbide, etc. 

American Tel. & Tel. has paid dividends every 
year since 1881 but the $9 rate has been a fixture 
only since 1922. In prior years the rate had been 
slightly lower—during 1900-05 $7.50, in 1906-20 $8 
and in 1921 $8.50. In addition to the regular divi- 
dends, stockholders have received many valuable 
“rights.” For example, during 1916-1930 there were 
7 offerings of stock on a subscription basis, with the 
last (issued to stock of record in May 1980) worth 
over $22. During 1913-29 stockholders also received 





subscription rights to offer. 
ings of 3 convertible bond 
issues, with the 1929 offer. 
ing worth as high as $8 per 
right. During the 1930's 
growth was slow, with no 
new offerings after the 1930 
issue, but World War II 
brought a new period of 
growth. 


Backlog Jam Ended 


Post-war subscription 
rights have been limited to 
offerings of convertible de- 
bentures, of which there 
have been 7. Since the issue 
of November 1946, these 
have been spaced about a 
year or a year and a half 
apart, with the latest being 
offered to stockholders of 
record October 20, 1953. 
Rights on the latter offer- 
ing were worth about $2.50. 
Another issue of convert- 
ible debentures would ap- 
pear to be due some time in 
the first half of 1955 unless 
the company should decide 
to cut down on its con- 
struction program, which in 
recent years has been aver- 
aging about $1.2 billion an- 
nually. 

The Bell System is now fairly well caught up with 
a backlog of demand for new phones. At the end of 
the war over 2 million families were waiting for 
service but this has now been cut to about 200,000 
and by the end of this year it is estimated that only 
about 50,000 scattered rural homes will be waiting. 
Bell Laboratories, wholly-owned research organiza- 
tion of the Bell System, has developed a new tune 
transistor circuit that can serve over 40 farms or 
ranches over just one pair of wires, with separate 
ringing for each customer so these remaining rural 
customers can probably be taken care of without too 
much expense. 

With its backlog almost wiped out and with busi- 
ness last year showing a smaller increase due to the 
general let-down in industrial activity, American 
Tel. & Tel. has adopted an active sales program. 
In addition to its three thousand regular salesmen, 
it has enlisted the occasional aid of all its 700,000 
employees to tell friends and acquaintances about 
the many new kinds of telephone equipment and 
service. New advertising is displaying the new line 
of colored telephones, (some of them two-tone jobs) 
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of which about 300,000 have already been shipped. 
Many new gadgets are also available—a telephone 


with a lighted dial, an automatic answering device, 
a spring cord to avoid tangled wires, a device to 


_ eliminate eavesdropping on an extension wire, a por- 


table plug-in phone, etc. There is a “hands free” set 
which provides a built-in microphone and loud- 
speaker, so that the phone can be used (when de- 
sired) by one or more people for a conference, 
without anyone having to touch the phone. 

While in former years telephone answering serv- 
ices have been built up without much encouragement 
from the telephone companies, the Bell System is 
now selling an automatic answering and recording 
machine which has been dubbed “Amanda the elec- 
tronic receptionist”. When Amanda is turned on, 
a message may be left for any callers, and they in 
turn can dictate brief messages. Some ten thousand 
of these sets (about the size of a typewriter) are 
already in use. 

Long lines traffic in 1954 was only about 5% 
greater than i in 1958, as compared with gains of 8% 
or better in earlier years; and enough circuits have 
now been built to allow for considerable expansion. 
Hence the general sales campaign now under way is 
designed to stimulate long distance calls, particu- 
larly among sales organizations. In various ways, 
Bell representatives are selling commercial organiza- 
tions on greater use of the long distance phone to 
save personal visits by salesmen. Credit cards are 
being issued, with code numbers, so that the business 
man or salesman need not encounter any delay. 
Methods have also been developed to permit “collect” 
long distance calls from customers to go through 
automatically. To encourage more local] calls of an 
emergency nature, Bell has almost doubled the num- 
ber of out-of-door phone booths, which are evidently 
proving good business-getters despite doubling of the 
old nickel rate. 

But the Bell System is not merely a phone com- 
pany. To illustrate how diversified the business now 
is, a sample 25 of the many cable 
breaks last year (caused by ram- 


Hampshire and New Mexico for the first time. 

The Bell System recently began a project to lay 
the first telephonic cable, from Nova Scotia to Scot- 
land, which may take about three years to complete. 
This has to have “boosters” built into it, since it is 
much more difficult to transmit talk by cable than 
the dots and dashes of the telegraph. It was neces- 
sary to insert these boosters inside the cable sheath, 
which must operate for many years without any 
attention. The cable will supplement radio-telephone 
channels and provide static-free service. 

The Bell Laboratories are noted for their scientific 
miracles. In developing a TV network to transmit 
color, Lab scientists had to develop equipment which 
would regulate and coordinate the light waves to 
one-billionth of a second. The Laboratories have 
recently developed a solar battery which can convert 
sunlight into electric energy. For the present this 
gadget develops only a small amount of power, and 
will prove useful mainly in the communications field, 
but some day with further development it may per- 
mit direct use of sunlight to generate electricity, in 
competition with coal, water power and atomic 
energy. 

The Bell Laboratories have pioneered in the devel- 
opment of the tiny transistor which is being substi- 
tuted for vacuum tubes in many electronic devices. 
Western Electric has developed a new “freezing” 
method to make pure germanium; a tiny bit of this 
metal substitutes for the vacuum in the glass tubes 
now supplanted. 

The System is also very active in defense work. A 
portable radio-relay equipment that makes possible 
a speedy set-up of a number of communication chan- 
nels without stringing wires or cable, is now being 
furnished to the U. S. Signal Corps by Western Elec- 
tric Company. Another assignment in which A.T. 
& T. Company, the Bell Laboratories and Western 
Electric are working together, is the development of 
a vast underwater communications network in the 
Caribbean to aid guided missile testing. Completion 
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Bell and TV ts 


The Bell System has been rap- Rey 
idly expanding its huge televi- i is 
sion network. Most of the routes | 
are now equipped to carry pro- i 
grams in color in addition to 
black and white. Some 135 tele- 
vision stations in 100 cities (or : } 
about half the total number) are ree er 
now able to broadcast color t 





programs received over the net- 
works, it is estimated. The over- ' 
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“Minority Int $179 ,583,8 
Shs. Cap Stk 47,402,992 - $100 par 
Fiscal Year Lec 3] | 
= - ‘180| 


a — 


utr Mig i ‘hy rl 


Magn fa Pa 


-* th 


ett 








iid 
ce 








ait H lt: < eles) 
ea T HHT 75 
ull HL RHA i Ha a 
_19 












































1947 1948 1949 | 198 54 
been increased. Service was ex- 9.45. | 8.76 | 8.78 | 10 “— oe | 9.86 | 9.70 | Pee IL. ac ae | 10, At 10. | E10.75 | AR 
9.00 | 9.00 | 9,00 | 9.00 00 _| 9.00 | 9.00 | 9.00/ 9.00 | 9.00 | 9.00) 9.00 ov 
tended Several months ago to 19 114.6 | 134.7 Tas -3 |188.0 225.8 | 186.6 | 23.2 | ll 87.1 | 99,2 | 3909} Wke Cap mil 
more cities, serving those in the 
states of North Dakota, New - = =! 
593 


FEBRUARY 5, 1955 


























of the first 1,000-mile leg | PessWar Record of Pinang | 
of this was announced Post-War Record of Financing (A. T. & T-) the year they hig run. | 
several months ago. Shiatecia ing ten percent above a 
In 1953 the army an- Sales of American Tel. & Tel. Common Shares year ago. . : 
nounced it was beginning Year Securities (Parent Co. only) Outstanding ae eon ay In 
i i “Nike” ulck res. 
installations of “Nike”, 1946  $.25 million deb. 236% due 1986........ 20,605,999 risk Hj ; “y Pye i Aes, 
the first anti-aircraft $343 million deb. 234% due 1961, convertable .e) a p e 
guided missile system, de- oe stock at ne per shane. lai secemeaal service i cd 4 nt 
oe 1947 200 million deb. 234 ve 1762...... ’ P, ricanes in e or east, 
veloped by Bell Labora $357.5 million deb. 234% due 1957 convertible C ] t 334,000 tele. 
tories and made by into stock at $140 per share. “ee gat f Pee a ie 
Western Electric, with 1948 $150 million deb.3 3% due 1973.......... 23,350,963 phones out of service and 
he aid of Douglas Air- 1949 $394.5 million deb. 316% due 1959... 25,261,183 Edna nearly as many 
n e ible i k at $130 h hil Hurric 
craft. Bell System re- convertible into stock a per share. more, while rricane 
. 1950 200 million deb. 234% due 1971....... . 28,615,956 . : 
search, operating and 1951 ny million deb. 3%% due 1963 33,179,450 Hazel in October Press 
manufacturing people convertible into stock at $138 per share. even more severe, putting 
teamed together at the 1952 $498.6 million deb. 312% due 1964............. 38,979,448 448,000 —_— ~ of 
i ible i hare. i road area 
request of the Air Force convertible into stock at $136 per s service over a 
to build the first experi- fe ee enn veicck at $136 wee chase. 42,282,000 1} northward from the Car- 
mental units of a “Dis- 1954 $250 million deb. 344% due 1984.......... . 48,026,000 olinas. But the company 
tant Early Warning Simian was well prepared for 














Line” against air attack, 
at the top of Alaska and Canada, 1,200 miles from 
the North Pole. 

At the request of the Atomic Energy Commission, 
Western Electric Company will continue until the 
end of 1958 the operation of A.E.C.’s Sandia Labora- 
tory, at Albuquerque, N. M., Western and Bell Lab- 
oratories furnishing the technical and managerial 
know-how required to bridge the gap between re- 
search and manufacturing operations on atomic 
weapons. 

American Tel. & Tel. and its 17 operating tele- 
phone subsidiaries now service about 43 million tele- 
phones, over fourth-fifths of the U. S. total. (The 
remainder, which inter-connect with Bell for the 
purpose of long distance calls, are controlled by a 
dozen or more large independent companies and 
nearly five thousand small independents (many fam- 
ily-owned). Bell is naturally the leader in developing 
new service standards. 84% of its telephones are now 
dial-operated. Operators and customers are able to 
dial a steadily increasing proportion of all long 
distance -calls — in fact more than half of the long 
distance calls now go straight through to their 
destination. 

Construction work was speeded up last year with 
nearly two million telephones added, and a gain of 
685,000 in the last quarter was the ‘largest for any 
quarter since 1948. While business in the first half 
was probably below expectations the third quarter 
was good, with long distance tolls running ahead of 





1953, and by the end of | 




















these emergencies. A 
steady stream of materials from Western Electric 
warehouses and plants poured into New England and 
other affected areas, while long convoys of trucks 
brought skilled repairmen from neighboring Bell 
companies. In less than a week nearly all phones cut 
off by Carol were working again—most of them 
sooner. When Edna struck, help came from as far 
as Michigan by special train with an accompanying 
train of flatcars carrying trucks. In all an army of 
12,000 men was directly involved, and many other 
thousands incidentally. The two hurricanes cost 
nearly $12 million in damage. (Details are not yet 
available on Hazel but the latter apparently brought 
the total up substantially.) 

How does Bell System manage its world-wide ram- 
ified affairs so efficiently? The main reason seems to 
be that it has become an institutional type company 
devoted to serving its customers and the Federal 
government, and the interests of its stockhold- 
ers and employees. Management of the Bell System 
comes from the ranks. The heads of the A.T. & T. 
management group and the presidents of the manu- 
facturing and research organizations range in age 
from 45 to 64, with average experience of about 31 
years in the business. Three of them have had 40 
years or more in telephone work and none less than 
20. All their work is done in close cooperation with 
the seventeen presidents of the operating Bell tele- 
phone companies. Each company is responsible for 
service and results in (Please turn to page 614) 








































i Long Term Operating and Earnings Record (Bell System) 
Number Total Net Total Net Net Div. 
of Operating Operating Operating Net Profit Per Per Price Range 
Teleph R Revenues Taxes Interest Income Margin Share Share High Low 
(Millions) (Millions) 
1954 (12 Months to dined 31...... 43.01 $4,641.5 $1,431.3 $851.9 $125.4 $524.4 11.3% $11.84 $ 9.002 178%4-1563 
1953 41.3 4,416.7 1,331.9 798.6 115.8 478.5 10.8 11.32 9.00 1612-15218 
_, Se .. 39.4 4,039.6 1,182.0 705.6 117.3 406.6 10.0 11.45 9.00 161%-150% 
5951 ... ... 37.4 3,639.4 1,065.1 629.8 117.8 364.8 10.0 11.76 9.00 163%-150 
BOD scssjsicanvonaccesvtvdcdotsssnassuane 35.2 3,261.5 927.1 499.4 113.5 346.9 10.6 12.58 9.00 16134-146%4 
1949 en 2,893.2 644.4 346.1 112.2 232.8 8.0 9.70 9.00 1503-138 
MINS cuss 5ostap ls besratvecvedetions cbaroee 31.3 2,624.8 546.1 292.4 90.4 222.4 8.4 9.86 9.00 15858-1477 
BOUL a5 sspasupesvceuass eontowsaestescaeree 28.5 2,224.5 431.1 245.6 62.5 161.1 7.2 7.66 9.00 174%4-149%4 
DOD xaissenscoscopncmes nes scseees Be | 2,093.6 502.9 257.4 41.9 208.5 9.9 10.23 9.00 200%-1591% 
DUD ich os dosovcurcascceneysuesveudvdn nce 22.4 1,930.8 656.9 399.9 45.8 177.0 a 8.93 9.00 1962-157 
OS ca5s. ovcseisescxi ee) 1,769.7 633.3 417.4 47.5 169.8 9.5 8.89 9.00 1667-156 
10 Year Average 1944-53. $2,889.3 $ 792.0 $459.2 $ 86.4 $276.8 9.3% $10.23 $ 9.00 2004-138 
1_As of Nov. 30, 1954. 2—Annual rate. 3_To January 10, 1955. 
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By VERNON HALL 


a strength in the market for sound 
corporate equities is creating increasing investor 
interest in convertible preferred stocks and bonds. 
This is a logical development. Substantial price gains 
scored by blue chip and some of the lighter-hued 
common stocks have carried many of them to levels 
where investment yields are not much higher, and 
in some instances, below those obtainable on good 
grade convertibles at current prices. 

Both convertible bonds and preferred stocks, 


therefore, have a rising appeal to the conservative 
investor under present conditions. Not only can a 
comparatively higher yield be obtained on these 
types of securities, but an opportunity is also af- 
forded to realize capital gains through price appre- 
ciation in the common stocks in which they are 
convertible, or in the price gain that may be recorded 
as the convertible preferred or bond held moves up 
in proportion to the advance in the common. 
Because of the (Please turn to page 614) 
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Selected Convertible Preferreds 
—_ _ —_____—__—_——— Preferred | 
Current Conversion Rate Current Current 
Div. Conversion No. Com. At per Current Mkt. Conver. Call Market Current 
Rate Expires Shares Share* Price of Com Parity Price Price Yield 
Abbott Laboratories .. ; sistisrecece 400 12/31/61 Le. $58.82 44% 7538 1072 107 3.73% 
Allegheny Ludlum Steel 4.375. 10/31/61 2.076 48.16 40% 807% 10212 113 3.87 
American Cyanamid “C” 3.75 6/30/64 2.0 50.00 53 106 104 110% 3.39 
Diamond Alkali 4.40 12/15/61 2.3 43.48 37 85 103 113 3.89 
Mead Corp. ($50 par) 2.15 11/30/64 1.125 44.44 54 6034 54 62% 3.44 | 
Olin Mathieson : : 4.25 Indef. 2.1048 47.51 53M 112% 103 114 3.70 
Pfizer (Chas.) & Co. 4.00 6/30/56 2.381 42.00 39% 94 107 112 3.57 
*—Based on preferred par or stated value. 
Selected Convertible Bonds 
——_——Current 
Conver. Current Current Bond Bond Common 

Price Price Price Call Conver. Conver. Current 

Com. Com. Bond Price Value* Value** Yield 
Detroit Edison 3s, 12/1/58 $20.00 3334 166 101 16834 33% 1.80% 
Dow Chemical 3s, 7/1/82 ........0.........ccccecceeee 47.09 44\2 110 104% 942 51% 2.72 
Phillips Petro. 3.7s, 6/1/83 .0..0o......ccceeceeee 65.00 72 115% 103% 110% 75% 3.20 
South. Nat. Gas 42s, 6/1/73 ooo. 28 32 118 105 114% 33 3.81 
Standard Oil (Ind.) 3%s, 10/1/82 . 43% 46 114% 103 105% 49% 2.72 

*—Based on market price for common. **—Based on market price for bond. 
LT SNS COTE TIOGA ID ae conieniiie eniiertintieteeeemcmaiiaiat 
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V Case No. 2: 


Doctors Need a Sound Investment Diet 


(Editor’s Note: In the last issue, we discussed 
the problem of the investor who lacks a definite in- 
vestment program, whose stocks are exclusively 
speculative in character and who, quite often, gets 
himself into trouble on that account. We showed by 
specific example how, with no more effort, he could 
invest his funds and with less risk, so as to obtain 
reasonable protection, at the same time profiting 
from long-term potentials in well-selected securities. 
We now turn to the characteristic investment prob- 
lem of the physician who is too busy to devote the 
necessary attention to his securities but who must 
develop a realistic program if he is to take advan- 
tage of the years of his greatest earning power in 
order to build an estate for his future. In subse- 
quent issues, we will discuss the problems of other 
categories of investors.) 





The investment problems of most professional 
people, in many ways, are quite different from those 
of businessmen. The latter are accustomed to 
evaluating business trends and this, of course, is an 
important element in evaluating securities. Most 
professional people, on the other hand, with the ex- 
ception of lawyers and engineers who normally have 
close contact with business, do not possess this ex- 
perience and this often can prove a handicap in the 
formulation of an investment program and in the 
selection of securities. 

There is also this difference between professional 
and business investors—a successful businessman can 
and often does build up the net worth of his business 
to substantial figures, apart from his investments. 
The average professional individual has no such op- 
portunity, and for that reason must be especially 
careful in the selection of investments as he is other- 
wise dependent on the income from his profession 
which, except for the very few with large pro- 
fessional incomes normally cannot be expected to be 
large enough to compensate for any serious invest- 
ment loss. 

For physicians, especially, the problem is acute, 
as their training is so specialized and their time so 
fully occupied with patients that there is, as a rule, 
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not sufficient opportunity to make the necessary de- 
tailed study of the investment field. Yet, doctors 
have a keen interest in the investment markets, 
under the natural spur of putting their savings 
to work. Hence, while they may not have too much 
time available to become fully skilled in invest- 
ments, they owe it to themselves, in view of their 
interest in securities, to learn at least enough 80 
that they will not go as badly astray as so many, 
unfortunately, do. 


Confusing the Objectives 


We receive a considerable number of inquiries 
from physicians whose securities, too often, have not 
been chosen with care and which presumably were 
accumulated without reference to a sound plan. 

One such list is that of Dr. A. who writes that his 
objective is “growth and safety” and that income is 
a secondary consideration. 

His holdings are: 

200 shares — American Machine & Foundry 


200 ” —American Seating 

50 ” — Union Oil (Calif.) 
100 ” —Interprovincial Pipe Line (Canada) 
100 ” —Canada General Fund 


The total value of this investment is about $18,000 
at current market prices; the cash income last year 
was $710, and the income return about 4%. The list 
is somewhat speculative and the income too low 
considering the general quality of the holdings. 
Further, there is no real plan here on which a future 
estate could be built. 


While Dr. A’s objectives of safety and growth are 
laudable, it would hardly seem that he arranged his 
portfolio to meet such objectives. In the first place, 
the good doctor has failed to appreciate that 
“safety” and “growth” do not, necessarily go to- 
gether in the same issue. If the emphasis is on 
safety, the issues must be chosen accordingly and if 
the emphasis is on growth, the selections must also 
conform. The doctor must be very clear in his own 
mind that he understands this difference. 


As a matter of fact, it would be perfectly possible 
to arrange a portfolio where the objectives of 
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“safety” and “growth” could be achieved provided 
each security individually conformed to the specific 
objective for which each is suited. 

In preparing his portfolio, the doctor could 
have asked himself the question: does this stock 
offer “safety” or does it offer “growth”, but he should 
not have expected both qualities in the same stock. 
(Of course, we all understand, or should under- 


' stand that the term “safety” is relative, there being 


nothing 100% “‘safe.”) Each selection must meet 
the required test, in its own terms 

We have seen that it is very important for the 
physician not to confuse safety with growth in in- 
vestments and vice-versa. But, before he concerns 
himself with specific selections, he should first decide 
on an investment plan that suits his requirements 
and one that is within his capabilities. Otherwise, he 
is in danger of proceeding more or less blindly. 

The circumstances of physicians—their age, pro- 
fessional standing, size of family, annual income, 
and general financial obligations which most doc- 
tors must meet—are all relevant to the investment 
plan to be adopted. The young physician should have 
different objectives from the elderly doctor who is 
planning on an early retirement. And the objective 
of the middle-age successful practitioner with a 
large income from his practice will necessarily be 
quite different from that of his junior and senior 
colleagues. Accordingly, an investment program that 
will suit the needs of one may not suit the needs of the 
other. Hence, the first 


him; (2) the middle-age physician who is well- 
established in his practice and who has an income 
from comfortably-sized to large; and (3) the elderly 
physician about to retire, or actually retired, and 
who must live on income from accumulated savings. 


For the Young Doctor 


After five to ten years of practice, our doctor will 
probably be in the middle thirties, or slightly older, 
will be married, with one or two children and will 
have an income (after office expenses) of about 
$10,000 a year, assuming he has made good progress 
in his profession. If his financial requirements are 
average, and he places the need for savings ahead 
of an expensive social life, he should be able to save 
$2,000 a year, if he lives in middle-sized or small 
communities, somewhat less if he lives in large cities. 

Assuming he can save $2,000 a year in the period 
when his practice is commencing to grow, he should 
be able to look forward to increasing his savings as 
his professional income increases in his middle life. 
It is at this period, that the doctor has the best op- 
portunity for laying down an investment program 
which will permit the growth of his capital over a 
period of years. This program should concentrate on 
the building of capital, and income from securities 
for re-investment as a means of building up capital 
more swiftly. 

Above all, to effectuate a sound and workable long- 

range program, without 

















question the physician which the physician may 
must ask himself is: what An Investment Plan for a Young Physician find himself lost in a 
sort of a program will fit ' labyrinth of doubt and 
my personal needs at this _(tecks to be Purchased on “Dellar-Averaging” Pian) (See text) confusion, certain funda- 
stage of my career? eaias sais mental principles should 

In order to make our his Biv Yield 1953.55 be followed: ; 
suggestions as practical antenatal = 1) Buy stocks only in 
as possible, we will take American Can 41 $155 3.7% 494-31 the strongest corpora- 
up in turn the program American Cyanamid 53 2.00 3.7 56 -4158 tions. 
best suited for each of Saw Cennee * —-— = am 2) Check each pur- 
the th : t Aah Eastman Kodak 70 2.00 2.8 7434-4158 shas vs 

e three age categories: Senened hatteke 48 146 3.0 5154-22 chase with competent au- 
(1) the younger physi- Monsanto Chemical 99 250 2.5 10634-79 thority, and state your 
cian with five to ten a wag? 2 = Hy = 63%5-29% objectives before asking 
vears - +0 ; adio Corp. of Amer. ; i 4072-2158 se . ' = 
years of practice behind sonnel doar poo - az oti (Please turn to page 615) 

Standard Oil N. J. 107 4.55 4.2 115%-67 




















An Investment Plan for an Established Physician 
— with Large Professional Income 
(Stocks to be purchased on “Dollar-Averaging” Plan) (See text) 


A— FOR LONG TERM GROWTH 





Range 








Recent 

Price Div. Yield 1953-55 
Allis-Chalmers 72 $ 4.00 5.5% 75\2- 41% 
Babcock & Wilcox 67 2.001 2.9 752- 3534 
Corning Glass 144 3.00 2.0 15634- 70 
Dow Chemical 45 1.00 22 4834- 33% 
Du Pont 159 5.50 3.4 1753%4- 91 
General Electric : 48 1.46 3.00 5158- 22% 
International Bus. Mach... 352 3.80! 1.0 375 -179% 
International Nickel 58 2.90 5.0 5912- 34% 
Minn.-Honeywell Reg. 99 2.60 2.6 109%2- 5312 
Standard Oil of N. J......... 107 4.55 4.2 115%- 67 





B— SPECIAL STOCKS FOR APPRECIATION (See text) 





General Precision Equip... 50 1.90 3.8 52%4- 21% 
Grace, (W. R.) & Co........... 44 1.75 4.0 49\2- 24% 
Radio Corp. of Amer....... 37 1.20 3.2 40%- 215% 
IPA CIN OS ons co sacenisciess 38 2.00 5.2 42 - 23'2 
Spencer Chemical .......... . 64 2.40 3.7 74%- 44 





1_Plus stock. 
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An Investment Plan for a Retired Physician 








Recent Range 

Price Div. Yield 1953-55 
American Tel. & Tel. 173 $ 9.00 5.2% 178%-152¥ 
C. |. T. Financial 46 2.25 4.8 49 - 245% 
Duquesne Light Co. 35 2.00 5.7 35V4- 25% 
Guaranty Trust Co. 74 3.55 4.7 76 - 60 
National Biscuit 43 2.00 4.6 45%- 34 
National Dairy Products 38 1.55 4.0 4454- 28% 
Ohio Edison Co. 44 2.20 5.0 44%2- 341% 
Safeway Stores 46 2.40 5.2 47\2- 32% 
Socony-Vacuum 50 2.25 45 54%- 30 
Sterling Drug a4 2.25 5.0 46%4- 32% 





NOTE: For individuals in higher income brackets, tax- 
exempts are advisable for a moderate portion of 
the total invested capital. Good quality tax-exempts 
are now available at around a 3% yield basis. 













































Mixed 

Stock groups which have fared 
better than the general market 
through recent sharp reaction 
are: Aircrafts, soft drinks, fi- 
nance companies, glass contain- 
ers, food brands, food stores, rail 
equipment, shoes, natural gas, to- 

acco and electric utilities. 
Groups currently down more than 
the industrial list from their tops 
include air lines, automobiles 
(with the exception of General 
Motors), chemicals, metal con- 
tainers, copper, machinery, office 
equipment, oil, steels, movies and 
textiles. 


Stocks 

Individual stocks which are 
showing upward tendencies at 
this writing include Boeing Air- 
plane, Douglas Aircraft (another 
split pending), General Motors, 
Phillips Petroleum, Lockheed, 
American Gas & Electric, Elgin 
Watch, Houston Oil, International 
Salt, Interstate Department 
Stores, Kress, Laclede Gas, Mag- 
navox, Ohio Edison, Pacific West- 
ern Oil, Rayonier, Southern Com- 
pany (dividend boost), Texas 
Utilities, Western Pacific, Safe- 
way Stores, St. Regis Paper, Bal- 
timore & Ohio, Ohio Oil. 


Sluggish 

Stocks which have not been 
getting anywhere in some time— 
many of them of good grade—in- 
clude American Can (high on 
earnings and with a low yield), 
Anchor Hocking Glass, Norwich 
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Pharmacal (previously over-ex- 
ploited), Congoleum (large ear- 
lier shrinkage in earnings, not yet 
more than partly made up) Ab- 
bott Laboratories (an amply 
priced slow-growth situation) 
Bohn Aluminum, Chrysler (the 
company is faring better in sell- 
ing cars than its stock is in the 
market at present), Coca-Cola 
(disappointing action by this old 
favorite is getting to be an old 
story), Corn Products, Fedders- 
Quigan, General Shoe, Interna- 
tional Shoe, Lees & Sons (carpet 
business is not too good), Lion 
Oil, Pennsylvania Salt, Philip 
Morris, Standard Oil of Califor- 
nia and United Fruit. The last 
named company seems to be hav- 
ing a run of bad luck. The stock 
has been held back variously by 
political troubles in Latin-Amer- 
ica, by investment fear — when 
troubles have eased, as recently— 





that they might break out again, 
by a U.S. Government anti-trust 
suit, and by damage to plantations 
at one time or another by hur- 
ricane or flood. The last-named is 
the latest affliction and the second 
such one in comparatively recent 
years. At 52, the issue is at a de- 
pressesd level—it often sold about 
70—and yields nearly 5.8% ona 
$3 dividend, amply covered by es- 
timated reduced 1954 net around 
$4 a share. 


Wonder Drug 

The latest of the wonder drugs 
is the broad-spectrum antibiotic 
tetracycline. It is being made by 
Pfizer under the trade name Tet- 
racyn, by American Cyanamid 
and, starting more recently, by 
Bristol-Myers for distribution by 
Squibb and Upjohn. All three 
have a very important stake in 
this complicated situation—com- 
plicated because Pfizer has been 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1954 1953 
Loew’s Inc. sg .. 12 weeks Nov. 25 $ .30 $ .22 
Bendix Aviation Corp......... ee Year Sept. 30 11.23 8.20 
DEMOTION eB crs ors. ous Shes cin aie Ace 6 mos. Oct. 31 2.59 1.94 
Murray Corp. of Amer...........0000000000...000... Quar. Nov. 30 97 83 
Raytheon Mfg. Co............0:....cccccccceccectsceese 6 mos. Nov. 30 -96 -64 
Kaiser Alum. & Chem................................. Quar. Nov. 30 1.56 -82 
PROSUNRID ONIINS: oh coche hors eer oe Quar. Nov. 30 79 -30 
Western Union Telegraph.......................... 11 mos. Nov. 30 6.01 5.27 
Grand Union Co.......,...5....0cc.cccccesconcecsdeevdens Quar. Nov. 30 1.03 82 
Schenley Industries .............00.0.000000ce. Quar. Nov. 30 1.01 .73 
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granted a patent. Pfizer and Cy- 
agnamid have a_ cross-licensing 
agreement. If the patent is up- 


) held on court test, Cyanamid will 


pay agreed royalties to Pfizer. 
' Bristol-Myers is being sued for 
‘infringement by Pfizer, but has 
stated that it will continue to 





| make the drug. Profits on tetra- 


eycline were the main reason for 
rise in Bristol-Myers stock from 
around 20 to nearly 35. It sold off 
some 6 points, mostly after news 
of Pfizer getting the patent. Ma- 
jor sources of profit have been 
patented Terramycin for Pfizer 
and Aureomycin for American 
Cyanamid. Both figure to be re- 
replaced to perhaps an important 
extent by tetracycline. Hence the 
keen interest of Pfizer and Cyan- 
amid in seeing to it, if they can, 
that tetracycline is not made by 
“everybody and his brother,” with 
damage to selling prices and prof- 
its. Pfizer has more to gain than 
Cyanamid, because of the latter’s 
greater diversification and broad- 
er sales base. Bristol-Myers has 
most to lose, if it is held to have 
infringed the Pfizer patent. At 
40, Pfizer is not cheap on esti- 
mated 1954 profit around $3 a 
share and dividends of $1.35, but 
has definite merit as a long-pull 
growth stock. It is never low on 
earnings. Sales, earnings and di- 
vidends all set new records in 1954 
and no doubt will go to new peaks 
this year. 
Utilities 
Opposing influences are at 
work on the market position of 
elecric utility stocks. On the one 
hand, recent mild firming in money 
rates, translating into higher 
bond yields, makes utilities less 
attractive. On the other, growth 
of income and dividends—and su- 
perior stability at a time when 
recent boom sentiment in the 


market has been very consider- 
ably watered down — make them 
more attractive. The pros out- 
weigh the cons. So the Dow util- 
ity average has risen to within a 
hair of its bull-market high of 
early January, and action at this 
writing suggests that the record- 
ing of a new high may be near. 
Under conditions of moderate eco- 
nomic recession in 1954, the elec- 
tric power industry boosted gross 
revenue about 6%, net income 
about 12%. In the light of present 
trends of production, residential 
building and sales of household 
appliances, 1955 can not fail to be 
another banner year for utilities. 
Careful studies suggest further 
large growth of demand for elec- 
tricity over the long term. Gen- 
eral Electric thinks that this 
growth over the next ten years 
will equal that during the previ- 
ous 75 years. Perhaps more in- 
vestors are waking up to the fact 
that utility stocks are among the 
small minority which are both 
stable-income stocks and growth 
stocks. Even on the rise from 
1954 lows to 1954-1955 highs, 
which was on top of large prior 
rise, gains ranged from roughly 
30% to 53% in such issues, 
among others, as American Gas & 
Electric, Florida Power, Florida 
Power & Light, Central & South 
West, Houston Lighting & Power 
and Texas Utilities. Despite prior 
rise, these issues make up about 
as good a “package” for long- 
term investment as one could de- 
sire. 


Boom 

The Administration is sponsor- 
ing a road-building program, to 
be partly financed by the Federal 
Government, which would about 
double present road-building ac- 
tivity. The proposed additional 
outlay is around $5 billion a year 











Continental Motors 

U. S. Lines...... 

El Paso Natural Gas 
General Instrument Corp. 
Ashland Oil & Refining ... 
Capital Airlines Inc... 
Wesson Oil & Snowdrift _. 
Pennsylvania R.R. ...... 
Cooper-Bessemer Corp. 
Stevens (J. P.) & Co. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1954 1953 
Year Oct. 31 $1.38 $1.83 
Year Dec. 31 2.77 4.04 
12 mos. Nov. 30 2.05 3.38 
Quar. Nov. 30 31 -26 
Year Sept. 30 92 1.26 
11 mos. Nov. 30 1.53 1.77 
Quar. Nov. 27 56 77 | 
11 mos. Nov. 30 41 2.49 
9 mos. Sept. 30 .30 2.79 
Year Oct. 31 -90 2.35 











for ten years, or a total of some 
$50 billion. With existing pro- 
grams, the over-all total is put at 
$10 billion a year for ten years, 
or about $100 billion. The figures 
are astronomical. Financing will 
be a considerable problem. Who 
will benefit? The answer is: Prac- 
tically everybody. That is, the 
spending of that much public 
money must offset the whole econ- 
omy. The obvious direct benefi- 
ciaries are makers of cement, and 
makers of maehinery used in 
highway work. But it would be 
non-recurring business for them, 
except to the extent that an en- 
larged road system would mean 
increased annual maintenance 
outlays on a long-term basis, cre- 
ating some demand for materials 
and equipment. More and better 
roads would add to demand for 
automobiles, and would make bus 
and truck operation more efficient 
and, therefore, more economical. 
Perhaps companies like General 
Motors or Greyhound would be 
the most permanent beneficiaries. 
Stocks of direct beneficiaries had 
huge advances long before there 
was publicity about “the $100-bil- 
lion” road-building program, and 
none is cheap. 


Stock Dividends 

Unlike splits stock dividends 
were fewer and smaller, on aver- 
age, in 1954 than in 1953. This 
reflects reduced capital needs and 
more ability to pay dividends in 
cash. It also reflects stricter en- 
forcement of Stock Exchange reg- 
ulations than formerly. Under 
these, the market value of a stock 
dividend at the time it is declared 
(plus annual cash dividends, if 
any) must not exceed annual per- 
share earnings. Since the latter 
cannot be estimated precisely very 
long in advance, the Exchange 
will not “crack down” on a mat- 
ter of a few cents a share; but its 
policy has made for more con- 
servatism in declaring stock divi- 
dends. Under these regulations, 
Dow Chemical paid no stock divi- 
dend in 1954, against 214% to 5% 
in the four preceding years; and 
stock payments were reduced 
from 1953 rates by American 
Machine & Foundry, Internation- 
al Business Machines, Pacific 
Western Oil and Ruberoid, among 
others. Among the most consist- 
ent payers of stock dividends are 
Sun Oil, Rohm & Haas, Eastman 
Kodak, IBM, Ex-Cell-O, and 
Plymouth Oil. 
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The Business Analyst 


By E. K. A. 


One of the outstanding but not too much noticed develop- 
ments in recent months has been the change in types of con- 
sumer expenditures. In comparison with a year ago, when 
many consumers were pulling in their horns as general business 
activity slowed down and 
fear of unemployment in- 
creased, spending for prac- 
tically everything is up. But, 
there is distinct evidence of a 
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‘Ti. shift in spending patterns. 

Gus For example, for the first 
200 P ° 

_ WEEKS time in several years, indeed, 
and for the first time since the 
outbreak of the Korean war 
190 ane, touched off a considerable 
AGO amount of scare buying, 


men’s apparel stores are do- 
ing a good business. The 
male animal, who had been 
much in the background dur- 
ing the earlier postwar years 
when consumer emphasis 
was concentrated on durable 
goods, suddenly is begin- 
ning to show interest in his 
appearance. Shoe sales are 
up along with sales of suits 
and outer coats. 

This, of course, is only one 
phase of the shift in con- 
sumer spending emphasis, 
but it is a significant one. Re- 
cent sharp gains in weekly 
department store sales, in 
comparison with a year 
earlier, indicate the increas- 
ing consumer concentration 
on soft goods even though 
durable goods are not being 
neglected. But, whereas con- 
siderable retail price cutting 
is reported in durables as 
dealers endeavor to meet the 
generally intense competi- 
tion, soft goods are com- 
manding fairly full prices. 

Several surveys made late 
last year indicated that 
manufacturers of nondur- 
able goods looked for 
greater expansion in sales 
during 1955 than did manu- 
i facturers of durable goods 
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and, apparently, 
that is just what is 
happening. Econo- 
mists do not know 
quite what to make 
of it. For, in the 
past, durable goods 
usually have set the 
pace in recovery 
from a general 
business setback. 
On a few occasions, 
durables and non- 
durables have 
shared about equal- 
ly but the nondur- 
ables never previ- 
ously have register- 
ed the greater gain. 
It is probable, 
however, that we 
are witnessing noth- 
ing more than a return to a more normal balance in consumer 
expenditures although, to be sure, it is difficult to determine 
just what is normal. It might be said that consumers are be- 
ginning to pay more attention to themselves and less to “things.” 
Undoubtedly, the great concentration since the end of the war 
on durable goods—automobiles, household appliances of all 
kinds, and so on—reflected to a large extent the tremendous 
improvement in the standard of living. Nevertheless, some con- 
sideration must be given to the fact that consumer spending 
for durables was subnormal during the Great Depression and 
during the war, and that part of the consumer concentration 
on hard goods in the postwar period represented the filling 
in of gaps created during these years of subnormal buying. 
Evidence of the increasing attention that consumers are pay- 
ing to themselves is attested by the increase in spending for 
leisure activities and for vacations. The hobby business is boom- 
ing. Attendance at moving picture theaters, off sharply o 
couple of years ago, has risen substantially. Foreign travel 
agencies are booked ahead as never before in history. 
Winter vacations in Florida, once largely restricted to the 
upper income brackets, are being enjoyed this year by the 
many. All of this is not just the reflection of prosperity. There is 
distinct evidence that the consuming public, after scrambling 
for a number of years to get together the “things” that repre- 
sented factually their improved standard of living, now are 
giving themselves a better “break.” 
As yet, it is difficult to evaluate the full significance of the 
shift in consumer spending patterns. There is no way of know- 
ing how far it will go or how long it will continue. In general, 
however, the shift is towards greater emphasis on soft goods, 
personal expenditures, services, leisure activities, and so on. 
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‘ MONEY & CREDIT—The process of adjustment to the Federal 











Reserve's more restrictive monetary policy has continued to 
dominate the bond markets thus far in January, with lower 
prices and higher yields prevailing for both short and long 
term obligations. In the short-term market the Treasury had to 
pay 1.407% in mid-January for 91-day loans, the highest bill 
rate in more than a year, and there has not been much easing 
since then. Private borrowers have also had to pay more for 
accommodation and yields on commercial paper and bankers’ 
acceptances have risen for the first time in many months. Long- 
er-term obligations have also been under pressure and the 
Treasury’s 3%s of 1983-1978 lost % point in the two weeks 
ending January 24 to close at 108% where their yield to ma- 
turity amounted to 2.77%. Among tax exempts, where dealers’ 
unsold inventories were at record levels, yields rose perceptibly, 
with the Bond Buyers’ yield index reaching 2.41%, up from 
2.38% two weeks earlier and the highest yield level since last 
June. Corporate obligations have given a somewhat better 
account of themselves with average yields for best-grade cor- 
porates only 1 basis point higher in the two weeks ending Jan- 
vary 24. New issues, however, have been getting a cool recep- 
tion and underwriters have had to lower their price expectations 
in most cases, despite the relative paucity of new offerings in 
recent weeks. 

The prime factor determining the current trend towards 
higher money rates has been the shrinking lending power of the 
commercial banks, the result of Federal Reserve policy. Faced 
by a rapid rise in mortgage borrowing and by some other 
evidences of a lack of borrowing restraint, the Central Bank 
has evidently decided that somewhat firmer money rates are 
called for, and has been selling large quantities of Government 
obligations, a process that effectively restricts the excess re- 
serves of the member banks. Thus the free reserves of these 
banks, consisting of excess reserves minus discounts, have re- 
cently been hovering around the $300 million mark, a level 
which is only about one-half as high as that prevailing a year 
ago. 

Of special interest to the financial community at this time is 
the Treasury’s plan for refunding $15 billion of maturing and 
called obligations which fall due in the near future. Details of 
the exchange offer are slated for release after this column 
goes to press, but comment on the significance of the Treasury's 
refunding terms will be reviewed briefly in our editorial pages. 
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TRADE—Consumer buying has continued at a fast pace in 
January and retail sales in the week ending Wednesday, 
January 19, were approximately 6% ahead of last year, 
according to estimates by Dun & Bradstreet. The latest week's 
substantial improvement over a year ago is partly the result 
of comparison with a 1954 week that was beset by wide- 
spread snow storms and consequent poor business. 

The Commerce Department reports that retail sales in 
December were at a record for the month, amounting to $18 
billion. This brings total sales for 1954 to $170.8 billion, slight- 
ly above the 1953 figure. The December results were featured 
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by a 26% gain over a year ago in sales of automotive and 
accessory dealers. For the year as a whole the best gain over 
1953 was one of 9% for gasoline service stations while auto- 
motve sales were 5% under 1953 totals. 
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INDUSTRY—The Federal Reserve Board’s seasonally adjusted 
index of industrial production rose in December to 130% of 
the 1947-1949 average, from 129% in November and 126% 
a year ago. Most categories of output were above levels of a 
year ago, although production of nonelectrical machinery and 
of fabricated metal products were under December, 1953 
rates. 

Industry has continued at a high tempo in the first two 
weeks of January and the MWS Business Activity Index stood 
at 203.0 for the week ending January 15, up from an average 
of 199.9 for the month of December. 
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COMMODITIES—Commodity prices, in general, held steady 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pecorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Nov. 3.1 3.2 3.6 1.6 (Continued from page 601) 
Cumulative from mid-1940. Nov. 570.4 567.3 525.7 13.8 in the week ending Tuesday, January 18, 
FEDERAL GROSS DEBT—$b Jan. 18 278.5 278.5 275.2 55.2 | and the Bureau of Labor Statistics compre- 
hensive index of primary market prices re- 
MONEY SUPPLY—$b mained unchanged at 110.1% of the 
Demand Deposits—94 Centers. Jan. 12 58.0 57.9 56.0 26.1 | 1947-1949 average. This compares with a 
Currency in Circulati Jon. 19 30.0 30.2 30.1 10.7 | December average of 109.5 and one of 
BANK DEBITS—(rb3)** 110.9 in January, 1954. Most components 
New York City—$b. Nov: 63.2 58.8 54.3 16.1 of the index remained stable in the latest 
344 Other Centers—$b Nov. 99.1 903 91.5 29.0 | week although meats gained 1.3%. Proc- 
essed foods were up 0.3% while farm 
sarang INCOME—$b (cd2) Nov. 287.6 286.3 287.2 102 products lost 0.1%. Among industrial com- 
Scterten end Wages eg pe sales ~ - modities, increases for burlap, wool tops, 
pg Sne Sans oe vd pol - ” tin and rubber were offset by declines for 
sentria minicameaes —_ ” ye na we animal feeds and coconut oil. 
Transfer Payment: Nov. 16 17 14 10 fe * a 
(INCOME FROM AGRICULTURE) Nov. 14 14 16 3 CONTRACT AWARDS for new con- 
POPULATION—m (e) (cb) Nov. 163.5 163.2 160.7 133.8 | struction pushed ahead vigorously in De- 
Non-Institutional, Age 14 & Over | Nov. 1166 1165 115.5 101.8 | cember, with the total at $1,839 million, 
Civilian Labor Force Nov. 64.6 64.9 63.9 55.6 41% ahead of a year ago and the biggest 
Armed Forces. Nov. 3.3 3.3 3.5 1.6 | December on record, F. W. Dodge Corpo- 
ployed Nov. 2.9 2.7 17 3.8 | ration has reported. Awards for residential 
Employed Nov. 61.7 62.1 62.2 51.8 building led the advance in December, 
In Agriculture Nov. 6.2 7.2 6.6 8.0 | amounting to $762 million, a 76% gain 
Non-Farm Nov. 55.6 54.9 55.6 43.2 | over December, 1953. Non-residential con- 
Weekly Hours Nov. 40.6 41.4 41.2 42.0 | tracts at $701 million were up 30%, while 
EMPLOYEES, Non-Farm—m (1b) Dec. 49.4 488 50.2 37.5 | Public works and utility awards, at $366 
Sienna Dec. 72 69 70 4g | million, were 13% ahead of a year ago. 
as “ey 113 10.8 11.4 79 | The high rate of recent contract awards 
Factory a 127 127 13.3 11.7. | at a time when the normal seasonal trend 
Weekly Hours Dec. 40.5 40.2 40.2 40.4. | is towards lower awards, augurs well for 
Hourly Wage (cents) Dec. 1.83 1.83 1.80 77.3 the rate of actual building in coming 
Weekly Wage ($) Dec. 74.12 73.57 72.36 21.33 | months. og. & 
PRICES—Wholesale (Ib2) Jan. 18 110.1 110.1 110.9 66.9 The nation’s auto dealers report that 
Retail (cd) Oct. 207.6 208.2 210.0 116.2 they sold 573,000 new PASSENGER CARS 
COST OF LIVING (Ib2) Dec. 1143 1146 «114.9 65.9 | in December. This would be the biggest 
Food Dec. 110.4 «111.1 112.3 64.9 | December figure in history and the highest 
Clothing Dec. 104.3 1046 105.3 59.5 monhly total since October, 1950 when 
Rent Dec. 129.4 129.2 127.6 89.7 580,000 cars were sold. The reported near- 
record December business brings retail new 
RETAIL TRADE—$b** car sales for 1954 to 5,500,000 units, the 
Ree Diese Stee tom hi ae — — 47 | third best sales year in history. Although 
Durable Goods. Nov. 49 4.7 5.0 | * 
auto output was extremely high in Decem- 
ermal th het ise ne 3.6 | ber, the fast rate of dealer sales kept stocks 
Dept Sore Sates Garb) weg _— —_ _ 0-34 | on hand relatively low. At the end of the 
Consumer Credit, End Mo. (rb) | Nov. = = = 9.0 _| month dealers said they had 356,000 cars 
MANUFACTURERS’ in inventory versus 520,000 in stock a year 
New Orders—$b (cd) Total** Nov. 24.5 24.1 21.6 146 | earlier. 
Durable Goods Nov. 11.8 11.6 9.6 7.1 Some industry observers have been 
Non-Durable Goods_______| Nov. 12.7 12.5 12.0 7.5 | questioning whether the figures on Decem- 
Shipments—$b (cd)—Total**____| Nov. 24.6 23.3 24.3 8.3 | ber auto sales are completely reliable. 
Durable Goods. Nov. 11.6 10.7 11.9 4.1 | They claim that the neck and neck sales 
Non-Durable Goods. Nov. 13.0 12.6 12.4 4.2 | race between the leading models has in- 
duced some dealers to register unsold cars 
SERIES OVENS, Gal Hn.°° in an effort to have their line appear as the 
Total—$b (ed). Nov. 77.6 Ws 81.3 28.6 number one seller for 1954 
Manufacturers’ Nov. 43.8 43.8 46.9 16.4 = i ai 
Whelessloes’ _ ee, oe! The MACHINE TOOL INDUSTRY took 
Retailers’ Nov. 22.1 22.0 22.4 8.1 a - 
ids ties aein oral “ee “— ne “yi a decided turn for the better in December, 
Dept. Store Sto: with new orders for the month advancing 
BUSINESS ACTIVITY—1—pc Jan. 15 203.0 202.1 191.3 141.8 to $60 million, a 76% gain over Novem- 
(M. W. S.)—1—np. Jan. 15 253.8 2525 2368 146.5 ber and the biggest volume of new orders 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—Ia np (rb) Dec 130 129 126 93 in 15 months. For the full 1954 year, in- 
Mining Dec 116 112 113 87 coming orders amounted to $560 million, 
Durable Goods Mfr. Dec 145 143 142 88 down from $862 million in 1953. Many 
Non-Durable Goods Mfr Dec 119 118 112 89 machine tool builders expect improvement 

CARLOADINGS-—t—Total Jan. 15 645 602 620 933 in 1955, based on the premise that civilian 
Mise. Freight as 331 309 319 379 business will do at least as well as last year 
Mdse. L. C. L Jan. 15 59 56 60 66 while the Government is committed to or- 
Grain = 51 44 4b 43 dering approximately $150 million worth 

of machine tools this year as against almost 

ELEC. POWER Output (Kw.H.) m Jan. 15 9,928 9,833 9,014 3,266 no orders in 1954. Machine tool shipments, 

SOFT COAL, Prod. (st) m Jan. 15 8.7 8.5 8.2 10.8 which reflect actual manufacturers’ rev- 
Cumulative from Jan. 1 Jan. 15 17.2 8.5 16.9 44.6 enues, were valued at $885 million last 
Stocks, End Mo Nov 71.0 70.3 82.4 61.8 year, a 28% drop from 1953. It is expect- 

PETROLEUM—(bbIs.) m ed that this year’s shipments will decline 
Crude Output, Daily Jan. 14 6.7 6.6 63 4) further as current order backlogs amount 
seaties dei ‘ie Se 162 161 164 86 to only $170 million and a pick-up in new 
Seal Oi) Stas Tank ve 5] 52 49 94 orders would not be of much immediate 
Heating Oil Stocks anit 100 105 99 55 assistance due to the long production time 

for some types of tools. However, this 

LUMBER, Prod.—(bd. ff.) m iadite med ins 7 = phase will improve later on. 

Stocks, End Mo. (bd. ft.) b Nov ¥ “ 8.8 sla a an ae 

STEEL INGOT PROD. (st) m ans = ie — ioe The COST OF LIVING declined again 
Cumulative from Jan. 1 mes ™ — en ane in December, reaching the lowest level in 

ENGINEERING CONSTRUCTION 18 months. The Bureau of Labor Statistics’ 
AWARDS—$m (en) Jan. 20 257 365 174 94 index of consumer prices, which reflects 
Cumulative from Jan. 1 Jan. 20 1,037 780 595 5,692 living costs, stood at 114.3% of the 1947- 

MISCELLANEOUS 1949 average in December, down from 
Paperboard, New Orders (st)t Jan. 15 241 249 223 165 114.3 a month earlier and 114.9 a year 
Cigarettes, Domestic Sales—b_____ | Oct. 32 33 35 17 ago. Lower food prices have been the main 

Do., Cigors—m Oct. 567 569 589 543 factor in the decline in this index with this 
Do., Manufactured Tobacco (Ibs.)m. | Oct. 18 19 18 28 component 1.7% under a year ago. 








b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 1—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pc—Per capita basis. rh—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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No. of 1954-'55Range 1955 1955 eee 6=6[ | Ur 
. (Nov. 14, 1936, Cl.—100) High Low Jan.14 Jan. 21 
Issues (1925 Cl.—100) High Low = Jan.14 Jan. 21 | 109 HIGH PRICED STOCKS 184.5 124.0 1813 181.6 
300 COMBINED AVERAGE 287.2 192.8 285.7 186.4 100 LOW PRICED STOCKS 352.9 2250 352.1 352.9H 
4 Agricultural Implements.......... 286.5 189.7 270.2 286.5H 4 Gold 827.4 517.4 806.0 827.4H 
3 AirConditioning (‘53CI.—100) 123.0 99.0 112.5 111.4 4 Invest. Trusts 148.2 99.5 146.7 146.7 
10 Aircraft (‘27 Cl.—100)............ 964.4 404.4 918.0 964.4H 3 Liquor (‘27 Cl.—100) 1080.1 805.8 1026.1 1015.3 
7 Airlines (‘27 Cl.—100)............ 1044.3 $12.3 992.1 992.1 9 Machinery 327.4 210.0 327.4 324.2 
4 Aluminum (‘53 Cl.—100)........ 197.0 99.0 191.1 193.1 3 Mail Order 167.5 110.2 162.6 167.5H 
7 Amusements orate vitene 87.6 153.4 153.4 4 Meat Packing : 120.0 85.7 118.8 118.8 
9 Auto Accessories: «......6<<.05000.00. 317.8 241.3 314.6 308.3 5 Metal Fab’cat’g (‘53 Cl—100) 164.0 101.0 160.7 160.7 
GGUS 5. clicds otis esas 47.5 38.4 46.2 46.6 10 Metals, Miscellaneous 365.4 215.1 365.4 365.4 
4 Baking ('26 Cl.—100).............. 29.2 23.0 28.4 29.2H 4 Paper 807.5 466.0 775.2 767.1 
3 Business Machines 682.3 362.3 671.3 671.3 22 Petroleum 602.0 412.1 590.0 596.0 
6 Chemicals Paceissarsewiaaas 491.2 369.3 471.6 466.6 22 Public Utilities 239.6 194.4 237.2 239.6H 
SCO NING) 251s cesrsecccessicedieosss 15.4 9.4 15.3 15.4H 7 Rail Equipment 78.6 52.8 78.6 77.1 
4 Communication .............000.. 106.0 61.0 104.9 103.9 20 Railroads 66.7 51.0 64.7 64.7 
9 Construction 111.9 64.0 111.9 110.8 3 Soft Drinks 469.1 380.1 469.1 469.1 
Fe I ooo os cconivcccanssceknercecs qa5¢ 495.4 704.1 689.6 11 Steel & Iron 226.0 133.8 219.2 219.2 
FAIRE oe facdircsk croc vascccicasines 231.5 140.6 224.6 224.6 Me GU oo ioe ny tees datorsdctcasen 59.2 47.3 57.2 58.4 
2 Dairy .... 129.1 102.0 117.6 118.8 2 Sulphur teeta se 855.1 564.3 829.9 813.2 
1 DO Gh, SHORES oss csessccsssvscenases 81.6 56.8 81.6 81.6 10 Television (‘27 Cl.—100) 41.1 29.0 40.7 40.7 
5 Drugs—Eth. (‘53 Cl.—100)...... 135.0 97.0 133.7 132.3 5 Textiles ineeee 151.4 101.3 151.4 149.9 
6 Elec. Eqp. (‘53 Cl.—100)........ 159.1 99.0 139.3 159.1 3 Tire & Rubber.................00..<. 147.6 86.3 139.2 139.2 
D PUNGIOD 03s. oy sisaseesseacsctnetacaboae 618.1 394.8 608.1 608.1 5 Tobacco .... 87.1 73.5 85.3 87.1H 
6 Food Brands 269.2 194.6 269.2 269.2 2 Variety Stores ..............:ecsces 317.7 274.4 315.0 315.0 
3 Food Stores 151.6 130.2 149.2 149.2 15 Unclassified (‘49 Cl.—100)...... 149.3 106.2 149.3 147.8 
H—New High for 1954-55. 
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Trend of Commodities 





Import commodities turned strong late in January with war- 
like Far Eastern developments inducing heavy buying of rub- 
ber, cocoa, and base metals. The Dow-Jones Commodity Fu- 
tures Index added 0.93 points in the two weeks ending Jan- 
vary 24 to close at 171.96. May wheat was up 1 cent in the 
period under review to close at 228. The Commodity Credit 
Corporation has been selling large quantities of wheat and 
this has been an effective deterrent to sizeable price improve- 
ment. May corn was down 1 cent in the two weeks ending 
January 24 to close at 157%. The visible supply of corn is close 
to 50 million bushels versus 36 million bushels a year ago. 
Corn consumption, as measured by farm disappearance, 
amounted to 942 million bushels in the fourth quarter of 1954 
versus 1,062 million bushels in the corresponding period of 
1953. However, consumption should increase this year in line 


— 


with the larger hog population. May cotton gained a bar 
4 points in the fortnight ending January 24 to close at 34,9 
cents. Forecasts of increased exports coupled with heavy logy 
entries bolstered sentiment but the official figures on Decem 
ber consumption proved disappointing. The cotton cloth man 
ket has been moderately active in January and cloth price 
have been holding well. Textile mill activity was stable in 


January following several months of improvement. Ordef 
backlogs are sizeable and incoming business remains at satis) 
factory levels. Rubber futures were direct beneficiaries of thef 
tension in the Far East and the May future gained 4.37 point} 
in the two weeks ending January 24 to reach a new high fof 
the life of this option. The sharp price increase has induced}. 
some shift in rubber use to the synthetic product but tightness} ” 


of nearby supplies has kept prices rising. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2Wks. 3Mos. 1Yr. Dec. 6 
Jan.21 Ago Ago Ago 194) 


22 Commodity Index .....0.000.0 «91.1 90.9 «90.8 = 87.1 53.0 
NUNN 5525s ov cain scdscssins <r De DED “OSS  9S7 869 
ce SS a ee 91.5 906 888 81.5 58.3 








RAW MATERIALS SPOT INDEX 
JULY AUG. SEPT OCT NOV. DEC. JAN. 
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14 Raw Matericls, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
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WHAT'S NEW? 


—A Record of Important 
Company Developments 
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U. S. Steel will submit for stockholders’ approval nouncement by the company, expected within a few 
a two-for-one split of the common stock. At the days. On a purely hypothetical basis, assuming a 
same time, the cash dividend was raised from 75 market price of 100 for the stock and subscription 
cents to $1 quarterly, the first dividend increase in price of 95, the “rights” would be worth $1 for each 
four years by this company. On the basis of the new share of General Motors stock held. 
rate, the dividend on the split stock will be 50 cents 
a share quarterly. The move by Steel is of great Daystrom, Inc. has just announced that it now 
importance to the investment markets as well as to owns the majority stock interest in Weston Elec- 
stockholders in the company as it indicates the un- trical Instrument Corp., having acquired 214,212 
derlying confidence of the executives that earnings shares of Weston’s 428,221 outstanding stock. In 
will support the higher dividend rate for a consider- recent years, Daystrom has actively developed the 
able period into the future. electronics end of its business and the acquisition 
of control of Weston is a constructive step. Weston 
General Motors will offer 4,385,000 shares to stock- has long been an important manufacturer of elec- 
holders of record Feb. 8. Stockholders will be en- trical measuring instruments and electrical testing 
_J tiled to purchase one new share for each twenty apparatus and related products. The closer relation- 








held. There are 150 million shares authorized of ship between both companies should be mutually 
which 88,513,857 shares are presently standing. profitable. 

After completion of the new offering, outstanding ; _— 

stock will amount to 92,898,857. The value of the Douglas Aircraft will split its. shares 3-for-2 to 
“rights” cannot be determined until the formal an- stockholders of record Feb. 2. This makes the third 








— stock split for the company since 
546 ” 1951. In that year, shares were 
56.3 - split two-for-one and in 1954, again 
55.6 Important Dividend Changes two-for-one. A stockholder who 


bought the shares in 1951 before 








12-25 : ; : 

| —- the first split will now possess six 

INCREASED DIVIDENDS EXTRA OR SPECIAL DIVIDENDS shares for each original share. 

coches Stel ran Earnings practically doubled in 

Interchemical Corp. ................ $ .55 “ Woolworth (F. W.) Co. . $ .50 1954 and amounted to $14.70 a 

Colgate-Palmolive ............ 62%2 Qu. | Green (H.L.) Co........... 25 share on the two-for-one split 

Mid-Continent Pete ................ 1.00 Qu. Douglas a : sam shares compared with $15.46 a 

Union Electric (Mo.)........ : 35 Qu. American Tobacco .... ee A share in 1953 before th second 
Keystone Steel & Wire............ .50 Qu. Southern Rwy. .......... Siceageuicea = ( e€ 


- _— = split.) On the basis of the current 
Louisville & Nashville RR... 1.25 _......_ | STOCK DIVIDENDS (Including Stock-Splits) backlog of close to $2 billion, 1955 



































Simmons Co. «00.0... 60 i . “ earnings should be roughly equiva- 
Southern Co. occ cence oe (eee lent to those of 1954. 
Phillips Petroleum .................. 75 Qu eke 
Revere Copper &Brass........ 75 ...... New York Trust Co.......... ne ae , : ; 
Southern RWY. .....cc.ccssesesseseees 75 ..... | General Portland Cement ................. = Atlantic Coast Line, following 
MN i cnescsacns aren 100... oe —— Refract. ............... p.. I.C.C. approval, has split its stock 
eaten sates 50 0. | colombia Pictures ce. three-for-one, thus finally joining 
uetien comuiies the list of railroads which split 
IRREGULAR DIVIDENDS their shares in the past few years. 
Hooker Electrochemical .......... S20 cc. rin ener $.25-11/25 The cash dividend was raised to 
sage Dutch Petroleum Besdeawene re oe 50 cents quarterly on the new 
37 GE OW) 2ecccscscencsessazceses ‘ U. REDUCTION stock. In view of the 35% stock 
4.8 Standard Oil of Ind. (new)... 35. Qu. | Pacific Mills ooo... ccccssstesseeeeeen ; interest which the company has in 





Atlantic Coast Line R.R. (new) rere ae 
— | (Please turn to page 616) 


























New Inflation in Budget? 





(Continued from page 571) 


as almost a fluid subject. The 
fixed figures given can not be 
taken alone without regard for 
the extra-curricular proposals to 
come later, the plans for Federal 
participation with States and pri- 
vate industry in many adventures 
and all the avenues of expendi- 
ture which open before any Gov- 
ernment. 


The Economic Report 


Each year, at the opening of 
the Congressional session the 
Chief Executive is required, un- 
der the Employment Act of 1946, 
to present an Economic Report to 
Congress. The Report describes 
the nation’s economic situation 
and outlook for the year ahead 
giving reasons for any major 
changes which may have taken 
place in the economy in the past 
year. President Eisenhower, in 
his annual survey, also gives his 
estimate of the longer-range fu- 
ture. 

The President makes an excel- 
lent contribution to economic 
knowledge by tracing the causes 
of the business decline in 1953 
and early 1954. Basically, the 
cause of the “recession” of that 
period was the imbalance between 
sales and production which was 
the aftermath of a transition 
from the Korean war to peace. 
As new defense contracts dimin- 
ished, with the signing of the 
armistice, inventories could not 
be moved with sufficient speed 
and, as they piled up, manufac- 
turers cut back on production, 
thus causing a decline in employ- 
ment. This chain reaction had far- 
reaching effects in many indus- 
tries. Fortunately, due to lower 
income taxes; the sustaining of 
employment at sufficiently high 
figures, though well under the 
previous peak; and a high wage 
plateau, consumer buying power 
remained virtually untouched. In 
fact, toward the end of the year, 
as employment and production 
rose, consumer income rose to 
new peaks and consumer sales, as 
well. 

The President attributes the 
failure of the recession to deepen 
and the subsequent recovery to 
direct government action. He 
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states that the economy was influ- 
enced in two principal ways by 
the government. (1) by a flexible 
monetary policy, adjusted to ex- 
isting business conditions, aiding 
the lubrication of the entire busi- 
ness machine; and (2) by employ- 
ing tax and expenditure policies 
which were deliberately calcu- 
lated to maintain and increase 
public confidence. 

The importance of this state- 
ment is that it indicates the Pres- 
ident—and his advisers — have 
adopted a policy that the govern- 
ment must play a large part in 
the economy, whether it wishes 
to or not, particularly if the con- 
ditions indicate that a major 
downward trend is threatened 
unless appropriate government 
intervention is ordered. One may 
logically draw from this the con- 
clusion that—barring war or simi- 
lar major catastrophe--in the fu- 
ture any serious recessionary ten- 
dencies in the economy will be 
held to a minimum by direct gov- 
ernment action. 

The President foresees an ac- 
tive year in business. He bases 
this on the following estimates: 
(1) an increase in consumer 
spending; (2) inventory re-build- 
ing on at least moderate lines; 
(3) a slowing down in the pace of 
the recent decline in defense 
spending; (4) sustained high 
construction activities; (5) hope 
for an increase in plant and equip- 
ment expenditures with an ad- 
vance in the general economic 
condition of the country and (6) 
a good export outlook, due to “the 
economic resurgence of an ever- 
widening area of the free world.” 
(A special survey of the economic 
boom in Europe is covered else- 
where in this issue). 

Looking much further ahead, 
the President foresees that the 
total value of goods and services 
in this country (gross national 
product) will reach the figure of 
$500 billion by 1965, comparing 
with the current rate of approxi- 
mately $360 billion. —END 





Are Discount Houses 
Establishing New Price 
Levels? 
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and New Jersey. The American 
Fair Trade Council, in celebration 
of Judgment Day, said now that 
the highest court in the land had 
spoken, manufacturers’ could 


THE 





“proceed vigorously” to prote} 
their trade marks and bra 
names. The discounters were tj 
busy getting ready for the Chris) 
mas rush to pay much attentip } 
however, but a spokesman sun} 
med it up best: a‘ 

The discount house has becong. 
too important an outlet for hari | 
goods manufacturers to be lightit. 
cast aside. Half of their prodyf 
tion is sold through the pric§ 
cutters. 

Even the Justice Department if 
believed to be anti-fair trade, 
a fair-trade case in the Unite 
States District Court in non-faif 
trade Missouri, the Departmer' 
filed an omicus curiae brief askin} 
the court to dismiss charge 
brought by Sunbeam Con, 
against a price-cutting retailer 
Missouri Petroleum Products (Cv, 
Inc., the retailer, had been usin 
its vantage point in a non-fai:. 
trade area to ship Sunbeam; 
fair-trade goods across state ling 
into fair-trade states at a 
prices. This case is similar to ox 
brought by Sunbeam against Ma. 
ters, Inc., a giant New York dis 
count house that set up shop i: 
non-fair-trade Washington, D. (. 








Repeal of Fair-Trade Act? 


Another straw in the politica 
wind came early this year whe 
the House Small Business Com. 
mittee issued its year-end report. 
It said fair-trade laws should op 
erate to eliminate loss-leader sell- 
ing, but not to stifle competition 
There is considerable sentiment 
for repeal of the Fair-Trade Ac 
and Congress may be surprised ti 
learn that many retailers wh0 
once favored it now feel that the 
unenforced law is more hindrance 
than help. Federal laws on the 
subject merely permit states t 
pass fair-trade legislation. The 
final step is up to each state. 

In the final analysis, the battle 
will be decided in the thousand: 
of store windows all over the na 
tion. It is absurd to suppose one 
or one dozen laws will make the 
discount houses go away. It is 
even more absurd to suppose that 
one more or 100 more pleas to 
manufacturers to stop a bargaln 
sale will sound the death knell of 
these new-style supermarkets. 

May already has been cited for 
its fight-fire-with-fire philosophy. 
For many weeks now, Macy and 
Gimbels have been in action on 
the same front. They merely cut 
prices on brand lines of electrit 


(Please turn to page 608) 
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tenting 7 
1 sunk K > 9 . 
5 off the Kaiser's cigaret 
CCOne 
7 hart 
Lightif. 7 
produ | o a4 H. name was Phoebe Mozee and she was born in 
Pricey , Darke County, Ohio. in 1860, and she could shoot 
: , the head off a running quail by the time she was 
ment i Ot ea twelve years old 
ade, | 3 ie cae ; 
Unite Pe = < Once, at the invitation of Kaiser Wilhelm II of 
ae . © Germany, she knocked the ashes off a cigaret while 
er! : ; ae ‘ 
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housewares to bring them in line 
with discount houses. From here 
on in, emphasis should be on the 
frontal attack. Yesterday, the dis- 
count house had a field day, using 
a “suggested” national price on 
appliances and giftware as a com- 
parative and selling against it at 
a substantial discount. Today, the 
first stirrings of massive compe- 
tition are being felt by the dis- 
count house and before many to- 
morrows not a few of this gentry 
will be fighting for their lives. 

It can’t be any other way. For 
if the department store permits 
itself to be undersold in refriger- 
ators, percolators, TV sets and 
fountain pens, the customer may 
want more of the same on apparel 
and rugs. If people prefer to buy 
merchandise at a lower price, 
foregoing service, guarantee and 
even delivery, then department 
stores will have to sell that way 
too. Whatever became of the 
homely slogan: “The Customer Is 
Always Right.” ? 

While the automotive trade 
may seem remote from discount 
houses, their practices have crop- 
ped up in that field. Dealers, 
“choking” on cars and strapped 
for cash, palm off their burden- 
some inventories on used-car deal- 
ers and other “unauthorized” out- 
lets. Such transactions may mean 
a nominal profit or none at all. 
With automotive manufacturers 
in their maddest scramble for 


market leadership, dealers are 


forced to take cars if they want 
to keep their franchise. 

And while car producers have 
waggled their finger at dealers 
who unload cars in this unortho- 
dox manner, no one has seriously 
suggested the dealers eat unsold 
cars. General Motors Corp., in a 
class by itself, announced in mid- 
January that it was prepared to 
buy back from dealers any excess 
1955 cars to choke off the flow to 
automotive discount houses. It re- 
mains to be seen how this will 
work out. Surely, a regional sales 
manager isn’t going to enthuse 
over taking back cars from his 
dealers. As for dealers who do 
turn back cars, many will have 
sleepless nights worrying about 
the annual franchise renewal. 
Certainly, dealers will prefer 
making a small profit dealing 
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with a discount house to turning 
back a car, even though G.M. is 
prepared to repurchase at the 
price paid. 

Appliances, automobiles and 
practically every consumer prod- 
uct —all these are in a buyer’s 
market. And, barring war, that’s 
where they figure to stay for 
many years to come. Gone are the 
days of the big markup for re- 
tailers of hard goods and the 
erosion soon may spread to other 
lines. The lower profit margins 
for retailers, brought about by 
the discount houses, are here to 
stay. One sure winner is the con- 
sumer, but those retailers and 
manufacturers who are alert to 
the trend should likewise profit. 

—END 





How Long Will the 
Boom in Europe Last? 
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men who apply at a Labour Ex- 
change”, and bottlenecks develop- 
ing in steel, coal, electricity 
generation, cement, and certain 
chemicals. The big problem in 
1955 will be to construct more 
housing, keep consumers happy 
by producing more cars and 
household appliances, and at the 
same time raise productivity and 
expand capacity in most of the 
basic industries. Never in the 
present century has there been 
such extensive new factory build- 
ing in Great Britain as in 1954, 
and 1955 is expected to establish 
a new record. The British are 
perplexed by the unusual vitality 
their “tired” economy is showing 
and their principal worry seems 
to be to avoid inflation and keep 
in trim to meet overseas compe- 
tition. The year 1955 will bring 
heavy investment spending at a 
time when costs and wages are 
already edging upwards. 


Forces That Have Contributed 
To The Boom 


The above country sketches in- 
timate some of the forces that 
have contributed to the current 
highly prosperous conditions in 
most of Western Europe. In enu- 
merating these forces, the start 
must be made with the Marshall 
Plan which, during the six years, 
1948 - 1953, furnished Western 
Europe with some $16 billion, or 
about one quarter, of the new 
capital resources which Western 
Europe utilized in those years. 


THE 





Mention also must be made of thi 

currency devaluations in 194) many, 
and of credit restriction measura (10 be & 
in the 1950-52 period, which jy the at 
most countries restored conf} ¢0sts | 
dence in local currencies and stin} the 4¢ 


ulated saving. sumer 

The first real impetus to senj 
West European business activi 
upward came from the outbrea 
of the Korean war and the com Thu 
back of Western Germany. jf jn mo 
great expansion of intra-Eunf emine 
pean trade followed. The depend§ pysine 
ence on American aid lessened, ani. many 
the simultaneous expansion of tion o 
overseas exports made Westen (Conti1 
Europe more nearly self-support} Unite 
ing. Moreover, increasing arma} follow 
ment activity helped to mop wf In Eu 
a great deal of unemployment. | States 

During the second stage, whichf becom 
began during the latter half of purch 
1952 and lasted through 1953, the— come 
upward impetus came from the} ete.—v 
expanding consumer goods indu:§ tional 
tries. A decline in armamen§ durab 
activity permitted some tax re§ Brita 
ductions, which raised persona per ¢ 
purchasing power. At the same§ sales 
time an improvement in Westen who | 
Europe’s terms of trade, due toa auton 
drop in prices of raw material the : 
and foodstuffs, permitted the ex-§ car Y 
pansion of imports of these prod-f rope 
ucts in turn increasing activity} 1948, 
in textile, and other consumer} 4 tt 
goods industries. millic 

Finally in 1954, as is seen, bus No 


iness was stimulated by: expal 

(1) mounting investment ac-f OU 
tivity — with all available plant} Proc 
and labor resources utilized the§ High 
need is for enlarging and mod-§ ‘VS 
ernizing existing industrial facil | °°” 
ities. Western Europe has shifted .. 


to intensive capital investment 
designed to increase productivity F 2° 
as against past extensive capital § ''°™ 
investment designed merely tog ‘aly 
expand production and _ provide the 


employment. .* 
(2) With earnings high, em- fie 


ployment stable, food prices de 


clining and the demand for basic =, 
consumer goods satisfied, Eu- of 1 
rope’s interest has turned to the side 
satisfaction of the long postponed port 


demand for consumer durable “— 
goods—electrical household appli- P T 
ances, furniture, motorcycles, and th 
motor cars. There is more money Wee 
available also for housing in gen- the. 
eral especially in some of the 4 
wartime devastated areas. in 
All this is creating new de] gor, 
mands, new necessity for expand: } jg + 
ing productive capacity. The rope 
problem in Great Britain, Ger- 
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a) 
4 “a B nany, and the Netherlands seems 
easural to be to avoid excessive boom and 
hich jy the attending rise of prices and 
Conf Seosts, and to postpone or stretch 
id sting the demand for housing and con- 

sumer durables if possible. 







oe ent Solid Ground for 
ntbred Further Increase 





© coms Thus it seems that conditions 
any. AB in most European countries are 
a-Eurf eminently favorable to a further 
lependf pysiness expansion in 1955. In 
ed, anf many respects the present situa- 
10n of tion on the western half of the 
Vestenf Continent resembles that in the 
Ipportf United States in the twenties, 
arma} following the First World War. 
10p wf In Europe today, as in the United 
rent. | States at that time, business is 
which} becoming aware of the potential 
ialf off purchasing power of lower in- 
53, th come groups—workers, miners, 
m th ete—which were not the tradi- 
indus§ tional buyers of such consumer 
amen} durables as motor cars. In Great 
ax ye’ Britain, for example, some 80 
rsoni™ per cent of the increase in car 
same—f sales has been in those to buyers 
estern{ who had never before owned an 
ie tog automobile. As will be seen from 
terials § the accompanying table, motor 
he ex. car registration in Western Eu- 
prod-{ rope has nearly doubled since 
tivity} 1948, and currently is growing 
sumer at the rate of better thar one 

million cars a year. 
,» bus Not only is the present business 
expansion in Europe on solid 
t ac-f ground, but it seems to be in a 
plant} Process of establishing itself on 
d the higher plane. As one trained ob- 
mod-§ server pointed out, the present 
facil. § boom is not a mere revival or 
Lifted § ¢XPansion based on population 
ment§ imcrease. New market patterns 
Livity§ are in the process of evolution 
pital from Sweden down to the tip of 
y to Italy, all of which spell a rise of 
ovidef the Western European standard 
of living and an expanding mar- 
“a ket for many new products. All 
- this, of course, should help Amer- 
asic | (CN exports and at the same time 
Eu. Maintain the purchasing power 
. of raw material producers out- 
side of Europe who are also im- 


on portant customers for American 

1 f products. 

ppt The principal factor on which 
the continuation of the boom in 

oney : : 

ger Western Europe will depend is 


the financing of increased im- 

the : 
ports—for Europe is much more 
d dependent upon the goods and 
H services of other continents than 
and- | is the United States. Hence Eu- 


bie rope will have to maintain and 
Jer: 
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expand her exports which bring 
in the necessary foreign ex- 
change. However, the so-called 
“import content” of many con- 
sumer durable products, such as 
household equipment, is rather 
low. The bulk of raw materials 
entering such products may be 
produced within Europe. Further- 
more as a result of prewar de- 
velopments Western Europe — 
Western Germany in particular— 
have become more self-sufficient. 
The development of plastics and 
synthetics, the production of 
which is growing by leaps and 
bounds, has also made Western 
Europe more self-sufficient and 
her economy generally more 
stable. —END 
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According to general report from 
the industry, there has been some 
improvement in demand and fac- 
tory operations are increasing. 
The price decline, at least, has 
been halted and with a firmer 
price base, it would appear that 
profits will increase, as demand 
for textiles shows improvement. 
As the second largest public- 
owned textile manufacturing 
company, Stevens should be able 
to show a gain in earnings this 
year but it has a long way to 
go to equal the $6.78 a share 
earned in 1950. This would re- 
quire a boom in textiles which 
does not yet appear in sight. 


GLIDDEN CO.—The annual re- 
port for the year ended Oct. 31, 
1954 indicates net income about 
the same as for the previous year, 
though sales declined from $211.7 
million to $209 million. Earnings 
were $3.09 a share in 1954 and 
$3.10 a share in 1953. In the 
fourth quarter of the fiscal year 
(Aug.-Oct.), earnings took a very 
sharp jump, rising to $1.23 a 
share from 59 cents a share in 
the preceding quarter. Were this 
rate of increase to be main- 
tained, earnings for fiscal ’55 
would approximate $5 a share, 
a showing not enjoyed since 1948. 


Apparently, most of the large in- 
crease in sales in the final quar- 
ter, or from $52.2 million to $56.1 
million, was retained in net in- 
come, which would indicate ex- 
cellent control over costs. Of 
great interest is the project for 
a $30 million titanium dioxide in- 
stallation at Baltimore and new 
developments in chemurgy, in ad- 
dition to the expansion in its ba- 
sic paint and varnish facilities. 
The long-range building and di- 
versification program of the com- 
pany is expected to widen the 
base of earnings considerably in 
future years. 


LUKENS STEEL CO.—Reflect- 
ing the sharp drop in sales, net 
income for the fiscal year ended 
Oct. 23, 1954 declined to $2 million 
compared with $3.6 million in 
1953. Sales were $74.9 million com- 
pared with $97.8 million. Owing 
to the important effect of lower 
income taxes for 1954, however, 
the impact on net income was 
sharply reduced. On a per share 
basis, earnings were $6.33 com- 
pared with $11.34 in 1953. Taxes 
for the year were $7.7 million 
lower, or reduced from $9.9 mil- 
lion to $2.2 million. The drop in 
the fiscal fourth quarter (Aug.- 
Oct.) reflected the trend in the 
steel industry generally when 
operations remained at approxi- 
mately the lowest level for the 
year. Since that period, operations 
have stepped up and for the Jan- 
uary quarter, Lukens should make 
a good comeback though it may 
not be able to reach the excep- 
tionally high quarterly earnings 
of $1.98 a share earned in the 
period Nov. 1953-Jan. 1954. In- 
creased labor costs have been a 
factor but have been compensated 
for by increases instituted by the 
company for carbon steel and 
other products. The company 
should be able to partake of the 
general upswing now in progress 
in the steel business and profits 
should rise over the next few 
months. —END 





Three Undervalued Stocks 





(Continued from page 585) 


at recent prices had an indicated 
value of between $40 and $45 a 
share on the American company’s 
outstanding stock. 


_ 7 STEEL—One of the surpris- 
ing developments of the postwar 
era has been the vigorous demon- 
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stration of stability in the stef, 
industry. Major producers hay, 
shown that the fears of a “feast inc 
or-famine” characterization hay lh tele 
not been justified. Stocks of lead. i 
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vestment standing in reflecting, interesti 
better-than-average dividend ¢. ‘are prod 
perience. As a result, stocks if Jp phe 
this group have been commandin & Comp 
attention of investment manager yelopme 
Some of the less prominent issue compan} 
that have recorded excellent r. proval 
sults appear more modestly ap patents 
praised than the larger bettefitetracyc 
known concerns. Armco Steel, fof tipiotic 
example, has attained high rank a mark 
by reason of gradual improvementf the hur 
in facilities and in earning power jars. TI 
The good showing of recent year} face he 
may be traced in part to the fact sarchi: 
that a large segment of the com. suggest 
pany’s labor force is not affiliate! | may be 
with the CIO Steelworkers union§ (tis. 
By avoiding costly shutdowns dur- f tyrer 
ing strikes operating costs arf oscalat 
more easily controlled. Develop-§the fie 
ment of specialties, such as alumi. f aequisi 
num coated steel, contributes ti § turer. | 
wider profit margins than obtain- fof aut 
able on ordinary types. garded 
Inland Steel has achieved an¥ from : 
outstanding record in holding §that a 
down operating expenses. Its operat: 
profits on invested capital has J expect 
been about the best in the indus Pket fo 
try, standing at approximately 14 Belevat 
per cent for 1954. The good show. 
‘ing may be attributed in part to 
close proximity of production fa- Ex 
cilities to consumer markets, er- 
abling the company to maintain a | —— 
higher-than-average production 
rate. (C 
Republic Steel has come for- fis alr 
ward exceptionally well in recent § conce 
years to gain a commanding posi- f tial c 
tion among the leaders serving the f that « 
automotive industry and major § simil: 
appliance manufacturers. Exten- § large: 
sive holdings of raw materials re- § plans 
sources add to attraction of the § 2,000 
stock. As an example, the titan- § oxide 
ium ore properties discovered in } mark 
Mexico are regarded as one of § and 
the outstanding “finds” of the fit is 
last several years. The stock is re- } and 
garded as a leading candidate for | the | 
a split. Be 
tanit 
8. MISCELLANEOUS — Nv- § Ang 
merous issues might be selected § itis 
for discussion in the category of § spen 
miscellaneous specialties. The § adeq 
companies discussed here are sin- § ing 
gled out merely as samples. Corn- J mou 
ing Glass Works has become one § Mile 
of the favorites of institutional } gove 
investors because of its interest- } stru 
ing growth potentialities. Aggres- | °0as 
sive research has enabled the § toc 
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are produced. ; 

In pharmaceuticals Chas. Pfizer 
< Company has appeal for its de- 
velopment of new products. The 
company recently obtained ap- 
proval by the Patent Office on 
patents covering production of 
tetracycline, a wide spectrum an- 
tibiotic which is believed to have 
a market potential running into 
the hundreds of millions of dol- 
lars. The fact that only the sur- 
face has been scratched in re- 
garching medicinal chemicals 
suggests that long term growth 
may be extensive. 

Otis Elevator, leading manufac- 
turer of mechanical lifts and 
escalators, recently has entered 
the field of electronics through 
acquisition of a small manufac- 
turer. Potentialities in installation 
of automatic elevators are re- 
garded as extensive, Economies 
fom a labor viewpoint indicate 
that a strong trend toward the 
operatorless equipment is to be 
expected, providing a large mar- 
ket for replacement of obsolete 
elevators. —END 
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isalready proceeding with an ore 
concentrating plant with an ini- 
tial capacity of 250 tons a day 
that can be expanded by adding 
similar units or installing a 
larger unit. According to present 
plans, it expects to be producing 
2,000 tons of 95% titanium di- 
oxide before the advent of 1956, 
marketing its output in that form, 
and buying titanium sponge, as 
it is now doing, for processing 
and fabricating in its plants in 
the U. S. 

Before Republic can get its ti- 
tanium dioxide output to Port 
Angel, the nearest shipping point, 
itis estimated that it will have to 
spend $10 million or more for 
adequate transportation, includ- 
ing 614 miles of road down the 
mountain to connect with a 30- 
mile all-weather road the Mexican 
government promises to con- 
struct to Port Angel on the Pacific 
coast. There it will be necessary 
to construct a deepwater pier. 
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The availability of such high- 
grade rutile ore so close to Ameri- 
can processors of sponge into ti- 
tanium metal should be an im- 
portant factor in cutting titanium 
production costs which could be 
accelerated as further progress is 
recorded in refining operations 
either under the Kroll or other 
production processes. It appears 
all that is necessary for titanium 
to attain its full stature as an 
industry is a lowering of the cost 
of the metal, taking it out of the 
aristocracy class. Right now, its 
price, ranging between $10 to $20 
a pound for fabricated shapes, 
limits use to military aircraft and 
other equipment where light 
weight, relative high tensile 
strength and corrosion resistance 
is imperative. In fact, defense offi- 
cials estimate that military air- 
craft alone could use about 150,- 
000 tons of the metal this year, 
and all that stops the Navy and 
Army Ordnance using the metal 
for other purposes is its high 
price. 

Unquestionably, a little more 
time will be required to bring 
prices down to a level where ti- 
tanium, because of an unusual 
combination of intrinsic proper- 
ties, will become an important 
structural metal. While it is likely 
to compete primarily with alumi- 
num, and to a lesser extent with 
various alloy steels and some of 
the more complex nonferrous al- 
loys, it is not going to displace 
carbon steel, still the basic struc- 
tural material, tool steels nor the 
indispensable high alloy steels, 
including stainless which has 
many virtues, one of which it its 
high temperature strength that 
surpasses that of titanium. Never- 
theless, there appears to be a tre- 
mendous field for the titanium in- 
dustry that rests securely on a 
strategic and economic ore base 
for at least the next fifty years 
because of the numerous titanium- 
bearing ores within the confines 
of the U. S., with many of such 
deposits as yet being barely touch- 
ed by a core drill. 


Rare Earths and Exciting 
New Metals 


Titanium and zirconium are 
only two metals exciting the re- 
search-metallurgists and the en- 
gineer. In this group are german- 
ium, gallium, tantalum, beryllium, 
selenium, columbium, silicon and 
rhenium. For years, these were 
materials that were considered to 
be of limited uses but which are 

(Please turn to page 612) 











Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 20 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 29 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 
25 cents per share on the 
Cumulative Preferred Stock, 
rf 4.08% Series; 
{ 3014 cents per share on the 
§ Cumulative Preferred Stock, 
‘ 4.889% Series. 
rf The above dividends are pay- 
fa payable February 28, 1955, to 
9 stockholders of record Febru- 
ary 5. Checks will be mailed 
4 from the Company's office in 
9 «=Los Angeles, February 28. 
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DIVIDEND 
NOTICE 


The directors, on January 7, 
declared a regular quarterly 
dividend (No. 61) of thirty (30) 
cents per share on the Common 
Stock, payable on March 21 to 
shareholders of record February 
15. The quarterly dividend 
(No. 77) on the 41% per cent 
cumulative preferred stock, 
series A, will be paid at the rate 
of 26% cents per share on April 
1, to shareholders of record 
March 10. 

W. D. FORSTER, Secretary 
SUNRAY OIL CORPORATION 

TULSA, OKLAHOMA 
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Union CarsBipvE 


AND CARBON CORPORATION 


UCC) 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Mar. 2, 
1955 to stockholders of record at 
the close of business Feb. 4, 1955. 


KENNETH H. HANNAN, 
Vice-President and Secretary 






































MANUFACTURING 
CORPORATION 
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COMMON STOCK 
DIVIDEND 


January 17, 1955 


The regular quarterly dividend 
of 40 cents per share on the out- 
standing Capital stock was de- 
clared today, payable April 1, 
1955 to shareholders of record 
at the close of business 
March 15, 1955. 


H. M. HECKATHORN 
President 
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Quarterly dividend No. 136 of 
Seventy-five Cents ($.75) per 
share has been declared on 
the Common Stock of Allied 
Chemical & Dye Corporation, 
payable March 10, 1955 to 
stockholders of record at the 
close of business February 11, 
1955. 

W. C. KING, Secretary 


January 25, 1955. 

















United States Lines 
Company 


Common 
Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per share payable 
March 11, 1955, to holders of Common 
Stock of record February 25, 1955, who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 











CONTINENTAL 
Cc CAN COMPANY, inc. 


A regular quarterly dividend of seventy- 
five cents (75¢) per share on the com- 
mon stock of this Company has been 
declared payable March 15, 1955, to 
stockholders of record at the close of 
business February 25, 1955. 


LOREN R. DODSON, Secretary. 
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Expanding Horizons for 
Rare Metals 
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now growing steadily in import- 
ance industrially, many of them 
just beginning to expand in use- 
fulness as new technologies create 
a need for new metals. Develop- 
ments in electronics, for example, 
has set the research-metallurgist 
to work with these metals to make 
possible the manufacture of com- 
ponents for radar, guided missiles, 
computers, airplanes and com- 
munications systems Germanium 
and silicon crystals have prov.ed 
especially valuable as rectifiers of 
extremely low current at very 
highquencies. A particularly im- 
portant development has been ger- 
manium transistors, making it 
possible to eliminate the vacuum 
tube in a number of applications. 
Selenium, tantlum and rhenium 
have also found important appli- 
cations in the electrical field. For 
years, columbium which seemed 
only an impurity in tantalum has 
recently gained an important posi- 
tion in metallurgy. Together with 
tantalum, it preserves high cor- 
rosion resistance of austenitic 
chrome-nickel steel when heated 
to a high temperature. Columbium 
alone, or combined with tantalum, 
is essential for improving the 
creep strength of the super alloys 
steels for high-temperature appli- 
cations, such as blades and moving 
parts of gas turbines and jet 
engines. 

Although uranium and thorium 
are some times referred to as met- 
als, and we have included a num- 
ber of companies engaged in the 
production of these elements in 
the accompanying table, their 
great importance is as fuels. More 
to the point are the great poten- 
tials of the rare earths which as 
compounds as invaluable as addi- 
tives to almost every type of steel. 
If the reader is curious about what 
rare earths are, it should be said 
that they are a mixture of 15 
metals occurring together in nat- 
ural deposits, the most common of 
which are cerium and lanthanum. 
The Molybdenum Corp. of Amer 
ica became interested in rare 
earths as far back as 1916. They 
were found mostly in Brazil and 
India and were not known to exist 
in any great quantities elsewhere 
until in 1951, Molybdenum uncov- 
ered in California what is consid- 
ered to be the largest known rare 
earths deposit, having an esti- 
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mated tonnage sufficient to py} 
duce three billion pounds of rap 
earths compounds. As an additiy” 
to a steel mix of any kind, the 
compounds lower the sulphur eg 
tent of the steel and increase j 
workability. They have been ug 
largely in the production of stzj 
less steel and are now being g 
ployed much more extensively j 
the production of other alloy ayj 


carbon steel, in addition to findiyt 


many applications in the field cf 
electronics. 

Yet to be recorded are tomm 
row’s demands as a result of » 
search and engineering design fy 
more new metals and the magic (¢ 
the metallurgical industry in mee: 
ing requirements of what, withoy 
question, will be a new age ¢ 
metal far surpassing that of today, 
The so-called uncommon metal’ 
usefulness are just starting tok 
explored although it may be a littk 
while before such metals as ip 
dium, selenium and gallium, for 
instance, achieve any great ton 
nage consumption. On the othe 
hand, titanium, zirconium, ger. 
manium, and cobalt should shov 
the greatest expansion and adi 
substantially to the earnings of 
those companies engaged in one 
way or another in the production 
of these mtals, from ores to prot. 
essing and fabrication of products, 


In the accompanying table, we 
have listed a number of companies 
engaged in the production of the 
new metals. Some are ore produ. 
ers exclusively, while others like 
Kennecott jointly with New Jer. 
sey Zinc, through the Quebec Iron 
& Titanium Corp., a $30 million 
investment for the two companies, 
are producing titanium which is 
processed and marketed in the 
form of titanium slag. Allegheny 
Ludlum Steel, one of the foremost 
producers of stainless steel, jointly 
with National Lead, controls the 
Titanium Corp. of America which 
along with its parent companies 
constitutes a fully integrated ti- 
tanium ore and metal producer. 


The thirty companies listed in 
the table are without doubt the 
leaders in the new metals field 
and are certain to develop from 
the significant contributions they 
are making. Among the stocks 
which are likely to profit most 
over the longer-term from the 
new products and processes de 
scribed in this article are: Car- 
borundum Co.; Climax Molyb- 
denum; Crane Co.; Eagle Picher; 
Ferro Corp.; Foote Mineral; Na- 
tional Lead; Union Carbide and 
Vanadium. —END 
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113% PROFIT IN 10 MONTHS 
ON GENERAL DYNAMICS He 













































































































































































































































































































































































































































































A SOUND PROGRAM FOR 1955 
For Protection — Income — Profit 


There is no service more practical... more 
definite...more devoted to your interests 
than The Forecast. it will bring you weekly: 


Three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent appre- 
ciation potentials. 


Program 2—Specia! dynamic situations for substan- 
tial capital gains with large dividend 
payments, 


Program 3—Low-priced stocks for large percent- 
age growth. 


Projects the Market...Advises What Action to Take 
...Presents and interprets movements by industry 
of 46 leading groups comprising our broad Stock 
Index. 


Supply-Demand Barometer... plus Pertinent Charts 
depicting our 300 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 

Dow Theory Interpretation... .tells whether major 
and intermediate trends are up or down. 
Essential Information for Subscribers... up-to-date 


data, earnings and dividend records on securities 
recommended. 
Telegraphic Service...!f you desire we will wire 


you in anticipation of important market turns. 
Washington Letter—Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











Joday. 
Special Offer 


MONTHS’ 
SERVICE $75 


scriptions to The Forecast are 
deductible for tax purposes. 


WH ecccccccccvcvvecccceococcs 








FEBRUARY 5, 1955 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $75 for 6 months’ subscription: [] $125 for a year’s subscription. 


Air Mail: [ $1.00 six months: [] $2.00 (J Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points...When 
’ Special Delivery: [) $5.20 six months to buy and when to sell...when to ex- 
] MONTHS 125 0 $10.40 one year. pand or contract my position. 
SERVICE |. [a a ee Marne PEON Tere ROOM REN TMD ries esr ope etumeear rion are 
Complete service will start at SUOMI eee 5 Retr eens ty ahah Re RE SL 
once but date as officially be- . S 
ginning one month from the day Clays ec a ao oor moa sone apn ; : eas 
l i . Your subscription shall not be assigned at ist up to of your securities for our 
your check is received. Sub any time without your consent. initial analytical and advisory report. 


Gn our April 13th Bulletin we advised all subscribers to buy 
General Dynamics at 43 (to yield 8.1%). At this writing it is 
selling at 915%... with a profit of 485% points or 113%. 


This Forecast selection may eventually equal our recom- 
mendation of Boeing in December, 1953 at 46 (to yield 7.6%). 
In May it was split 2-for-1, marking subscribers’ cost to 23. 
It is now at 79%... showing 56% points rise — over 247% 
profit. 

Southern Railway — recommended at 61 — was split 2-for-] 
— cutting our buying price to 3014. It is currently at 77, 
giving subscribers 152% appreciation. On January 25 the 
company increased the dividend to 75¢ quarterly and declared 
$1 extra. 


PROFITS EXCEED 310 POINTS — INCOME AVERAGES 7.7% 


On all 12 Forecast recommendations now being carried our 
gains exceed 310 points and dividend yield averages 7.7%. 
Subscribers are kept informed on new company develop- 
ments...and we will advise them when to take profits — 


where and when to reinvest. 

ENROLL NOW — GET ALL OUR RECOMMENDATIONS 
The time to act is now —so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 

Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations at strategic levels. 





- 
VAat Coupon Fr oeeeeeeeees) SPECIAL OFFER—Includes one month extra FREE SERVICE Cocccccccory 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 
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Common and Prferred Dividend Notice 


January 26, 1955 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
March 1, 1955, to stockholders of record at close of 
business February 4, 1955: 
Amount 


Security per Share 


Preferred Stock, 5.50°/ First Preferred Series $1.37Y, 
Preferred Stock, 4.75°, Convertible Series. . $1.18% 
Preferred Stock, 4.50% Convertible Series $1.12 


Comme Gieck ....... 0.00005... ... $0.35 
en S Secretary 
TEXAS EASTERN Oz sation Goyooralio> 





SHREVEPORT, LOUISIANA 
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Delta Air Lines, Inc. 
now operating as 





CASH DIVIDEND No. 30 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 30c per share on 
the capital stock of the 
company, payable March 
7 to stockholders of rec- 
ordat the close of business 
on February 18. 


Delta Air Lines, Inc. 











=} 








General Offices: Atlanta, Ga. 
\ W, 





























ACf rnpustrRiEs 


INCORPORATED 
Preferred Dividend No. 192 


A dividend of 6242 ¢ per 
share on the 5% cumula- 
tive convertible preferred 
stock of this Corporation 
has been declared payable 
March 1, 1955 to stock- 
holders of record at close 
of business February 15, 
1955. 
C. ALLAN FEE, 
Secretary 
January 27, 1955 
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Opportunities in 
Convertibles 





(Continued from page 595) 


growing interest in convertible 
bonds and preferred stocks, we 
have compiled a list of selected 
issues presented herewith. These 
are listed in the accompanying 
tabulation showing, among other 
details, current conversion parity 
of each of the preferred stocks 
and the current conversion value. 
Space does not permit a de- 
tailed analysis of all the preferred 
stocks and bonds listed in the 
table but there are several deserv- 
ing of special mention. One of 
this group is Standard Oil Com- 
pany of Indiana’s 314% deben- 
tures, convertible into common 
stock at 4314 a share through 
October 1, 1957, and thereafter, 
through October 1, 1962, when 
the conversion feature expires, at 
$46 a share. These debentures 
are particularly attractive be- 
cause of their good investment 
quality and long-term prospects 
for the common stock into which 
they are convertible. Phillips Pe- 
troleum 3.7% convertible deben- 
tures, selling around 11514, and 
currently yielding a return of 
about 3.20%, are equally attrac- 
tive because of their high quality 
and the strong long-term poten- 
tial for the common stock. 
Among convertible preferreds 
listed in the table, Abbott and 
Pfizer command a high invest- 
ment rating . While not quite of 
equal standing, Allegheny Lud- 
lum 43% convertible preferred 
seems attractive. —END 
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Will A. T. & T. Reach 200? 





(Continued from page 594) 


its own territory, but all share 
common problems and interests, 
Hence the central staff concep. 
trates on matters of joint interest 
—helps to coordinate the overall 
job and the advance planning. 

American Tel. & Tel.’s earnings 
have maintained a good degree of 
protection over the $9 dividend in 
recent years. The annual report to 
stockholders for 1954 has not yet 
been issued, but the parent com. 
pany’s earnings for the calendar 
year are now available, plus the 
Bell System consolidated earnings 
report for 12 months ended No. 
vember 30: 


1954 1953 
Per Share Earnings 


Parent Company ________ $10.41 $10.32 
Bell System Consolidated_ 11.93 11.61 

In the December quarter, the 
parent company earned $2.64 vs, 
$2.65 last year, and in the No. 
vember quarter the system state- 
ment showed $3.06 vs. $2.98. The 
abbreviated report to stockholders 
covering the last quarter reviewed 
the progress made during the war, 
which was considered “most en- 
couraging”’. 

Bell officials must fight a con- 
tinuing battle to offset the effects 
of inflation on wages and material 
costs. This is done through 
greater efficiency (the dial sys- 
tem, etc.) and by seeking higher 
rates in the 48 states and in Wash- 
ington, D. C. The company has 
been generally successful in its 
rate cases, though disappointed in 
not obtaining greater recognition 
of its need for larger earnings as 
a protection for the $9 dividend 
over the future. 

At the current price of around 
$174 a share, the stock yields 
5.2%, which is well above average 
for a utility stock of this standing. 
On a 414% yield, the stock would 
be selling at $190 a share. Actu- 
ally, stockholders have been re- 
ceiving a higher return if the 
“rights” they have been receiving 
for years are counted. Probably, 
not enough recognition has been 
given to the value of these 
“rights” so far as the price of the 
stock is concerned. Viewed from a 
long-term standpoint, there is no 
apparent reason why A.T. & T. 
would not be worth $200 a share, 
considering its impregnable posi- 
tion and its growth potentials. 

—END 
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Investment Clinic 





(Continued from page 597) 


advice. First, be sure you are 
clear in your own mind about 
these objectives. 

3) In the beginning, limit pur- 
chases to only two or three sound 
growth stocks, adding to them 
from year to year and distribut- 
ing the sums invested more or 
less equally between these issues. 
This will provide desired diversi- 
fication and enhance security. By 
adding each year to the same se- 
lections, you will have the advan- 
tage of buying at different price 
levels, thus averaging out the 
cost. 

4) Do not look for quick and 
easy profits. Don’t take tips, es- 
pecially from your patients. 


For the Middle-Aged 
Successful Doctor 


The successful physician who 
is probably around 45-50 years of 
age, shares investment problems 
with his younger colleagues but, 
due to his different income posi- 
tion, there are certain variations. 
Since he probably has a net in- 
come ranging from $20,000 to 
$50,000, or even more, he pre- 
sumably has built up a compe- 
tence of some proportions. Due 
to the increase in his income he 
must concern himself with the tax 
problem, as taxes in such brack- 
ets are high. Naturally, this prob- 
lem is not so important to the 
younger physician with a smaller 
income. Hence, though primarily 
interested in upbuilding capital, 
the younger physician can afford 
to accept as large an income from 
dividends as he can, compatible 
with security, for purposes of 
re-investment but the older phy- 
sician with a large income and a 
heavy tax liability, is not going 
to have too much left from the 
dividends he receives. Therefore, 
he should concentrate entirely on 
capital gains, with dividend in- 
come a negligible factor. 

An established physician, in 
possession of a dependable and 
substantial income, can afford to 
depart from the strictest invest- 
ment requirements in the selec- 
tion of stocks. He may devote a 
moderate amount of funds to 
somewhat more speculative situa- 
tions, 

We have listed in the table “An 
Investment Plan for an Estab- 
lished Physician — With Large 
Professional Income” two sepa- 
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rate groups of stocks. In the first 
group, are ten strong issues 
whose companies are leaders in 
their respective fields and from 
which selections can be made for 
long-term appreciation. In the 
second group, we have listed five 
stocks which are not quite in such 
an advanced position of growth 
as the first group but which are 
commencing to forge ahead rap- 
idly and which offer above-aver- 
age prospects for capital gains. 
They are particularly attractive 
for the purposes set: forth. 

The principles, as enumerated 
above, which will be found useful 
by younger physicians also gen- 
erally apply to older physicians 
with some qualifications. These 
are: 

1) Arrange your portfolio so 
that about 60% is invested in 
stocks representing the very large 
and strong corporations; invest 
about 25% in stocks which may 
be somewhat more speculative but 
which have dynamic possibilities 
for capital gains, retain 15% in 
liquid reserves, preferably in sav- 
ings banks and tax-exempt bonds. 

2) As you arrive at the middle- 
fifties give some thought to your 
investment program when you re- 
tire. As the years go on, com- 
mence to withdraw from the more 
speculative situations and lessen 
your common stock holdings that 
are of a dynamic order and in- 
crease those that are of a more 
stable type. 


For the Retired Physician 


Physicians who are retired 
should have their funds invested 
so as to obtain a regular income, 
under normal standards of safety 
and at same time offering a re- 
turn large enough to provide for 
minimum needs. Since physicians 
who have retired may be pre- 
sumed to have acquired sufficient 
capital for the purpose—otherwise 
they would not have been able to 
retire—the problem is essentially 
one of selecting issues which are 
normally less subject to the vicis- 
situdes of business changes than 
those which are cyclical. Such a 
list is presented in the table “An 
Investment Plan for a Retired 
Physician.” 

For those fortunate enough to 
have acquired a very substantial 
capital running into the hundreds 
of thousands of dollars, or more, 
the factor of income taxes must 
be carefully considered. Where 
this situation exists, it is sug- 
gested that part of the funds be 
invested in tax-exempts. —END 
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CORPORATION 








DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25c¢ per share on the outstanding 
Common Stock, payable on 
March 2, 1955, to stockholders 
of record on February 11, 1955. 
The transfer books will not close. 


PAUL C. JAMESON 
January 27, 1955 Treasurer 



















STAUFFER CHEMICAL 


COMPANY 


DIVIDEND NOTICE 


The Board of Directors has declared 
a dividend of 3213¢ per share on the 
common stock payable March 1, 1955 
to stockholders of record at the close 
of business February 15, 1955 


Christian deDampierre 
Treasurer 















CROWN CORK & SEAL 
COMPANY, INC. 
PREFERRED DIVIDEND 
The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents (50¢) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable March 15, 
1955, to stockholders of record at the close 
of business February 15, 1955. 
The transfer books will not be closed. 


WALTER L. MCMANUS, Secretary 


January 27, 1955 














AMERICAN & FOREIGN POWER 
COMPANY INC. 


TWO RECTOR STREET. NEW YORK 6, N.Y 
COMMON DIVIDEND 


The Board of Directors of the Company, 
at a meeting held this day, declared a 
quarterly dividend ot 15 cents per share on 
the Common Stock for payment March 10, 
1955, to the stockholders of record Febru- 
oF H. W. BALGOOYEN, 
January 28, 1955 Vice President and Secretary 











BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher, send for our free, 
illustrated booklet titled To the Author in Search of a 
Publisher. It tells how we can publish, promote and 
distribute your book, as we have done for hundreds of 
other writers. All subjects considered. New authors 
welcomed. Write today for Booklet WF. It’s tree. 


VANTAGE PRESS, Inc., 120 W. 31 St., N. Y. 1 
In C if.» 6253 Hollywood Blvd., Hollywood 28 
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THE TEXAS COMPANY 
210th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on March 10, 1955, to stock- 
holders of record at the close of 
business on February 4, 1955. 
The stock transfer books will re- 
main open. 





S. T. CrossLanD 
January 28, 1955 Vice President & Treasurer 
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FOR PROFITABLE 1955 DECISIONS 
The New Year End January issue of 
GRAPHIC STOCKS 
is just out 
Over 


1001 CHARTS 


Showing: 
e Monthly Highs and Lows 
e Monthly Volume of Trading 
e Annual Earnings 
© Annual Dividends 
e Latest Capitalizations 
© Stock Splits—Mergers—etc. 


FOR TWELVE FULL YEARS 


(See Chart on page 593 of this issue 
of The Magazine of Wall Street) 


To trade wisely you need the new Janu- 
ary edition of GRAPHIC STOCKS which 
shows the amazing changes in the stock 
market in the last few months. Some 
stocks have reached new highs, requiring 
redrawing of many —_ — others have 
moved down offering buying opportunities. 


Complete with DIVIDEND RECORDS 
for the full year of 1954 


ORDER TODAY FOR 
PROMPT DELIVERY 


SINGLE COPY (Spiral Bound)..$10.00 


ANNUAL SUBSCRIPTION 
ae $50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 














e Balt. & Ohio 





In the Next Issue 


THE OUTLOOK FOR: 


N. Y. Central 
Chi., Mil. & St. Paul 

’ N. Y., N. H. R 
Del. Lack. & Western chaies 
Erie R.R. Penn. R.R. 


Lehigh Valley Western Maryland 
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Companies with Profitable 
Investment Diversification 





(Continued from page 591) 


same period, the latter issue, sell- 
ing around 78 in mid- -February of 
last year, sold at 108 in mid-Janu- 
ary of this year for a net gain of 
only $30 a share, or about 14 
points behind the advance in the 
value of these stock holdings. On 
the basis of market prices the 
affiliate holdings of Jersey are 
valued at approximately $116.32 
per share of the latter’s stock cur- 
rently selling at 109. 

Motivating the “holding” com- 
panies utilization of a portion of 
their funds for the purchase of 
stocks of other companies in re- 
lated or completely different fields 
is diversification providing a 
source of additional income and 
acquiring stocks of companies 
having growth potentials. In this 
connection, it is interesting to 
note how some companies through 
their security holdings cross lines. 
For example, Allied Chemical & 
Dye, among securities owned, 
holds 208,309 shares of Owens- 
Illinois Glass which in turn owns 
a substantial block of Owens- 
Corning Fiberglas, American Me- 
tal, holding various mining issues, 
is also held by McIntyre Porcu- 
pine and the Phelps Dodge Corp., 
which like McIntyre also owns a 
good size block of Amerada Petro- 
leum stock. Mention also should 
be made of Standard Oil of In- 
diana’s substantial stock interest 
in Standard of New Jersey, a por- 
tion of which Indiana has already 
paid out as stock dividends to its 
stockholders. —END 





What's New? 
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Louisville & Nashville and the 
close relations between both roads 
which have a highly developed 
earning power, an eventual stock 
split in L. & N. would also seem 
a logical development. 


Pennsylvania R. R. Extraordi- 
nary activity in these shares high- 
lights the belief in some quarters 
that another “stockholders’ fight 
for control” may be looming. We 
do not know how well-founded 
this belief is but there may be 
more solid ground for recent 
strength in the hope for improved 


THE 


earnings in 1955 as against the 
poor earnings of 1954. 3 


Westinghouse Airbrake The ab. 

quisition of R. G. Le Tournean igh 
1953 by Westinghouse Airbrak§ i 
was undoubtedly a shrewd move 
Le Tourneau is one of the bigh 
“earth-moving” companies. Thes ; 
companies will have all the busi.f 
ness they can handle when the 
President’s just-announced $10) 
billion road-building progran 
really gets rolling. This shouli 
mean added profits for WK. 


Pan American World Airway 
enjoyed a 9% increase in passen. 
ger revenues in 1954 over the year 
previous. Cargo revenues gained 
14% for the system and 25% 
across the Atlantic. The company 
expects to be operating daily all. 
cargo flights across the Atlantic 
before the end of 1955. It is study. 
ing large, fast turboprop cargo 
aircraft now under design, ex. 
pected to provide better ani 
cheaper cargo service. Earnings 
appear in a major uptrend. 


Montana-Dakota-U tilities. Re. 
flecting an increase in gross 
utility revenues of 12.3%, per 
share earnings in 1954 increased 
from $1.01 to $1.56. With the Wil- 
liston Basin now in process of 
active development, the company 
is in a strong position to gain 
from the expected growth of this 
region both in population and in 
activities relating to oil produc- 
tion. The company itself controls 
about 220,000 acres on lease and 
90,000 of these in Montana are 
considered of above-average 
promise. Shell Oil has an agree 
ment with the company for de- 
velopment of its acreage. 


Midcontinent Petroleum-Sur 
ray merger is in its final stages. 
Under the plan to be submitted 
shortly to stockholders, each 
share of Midcontinent will be con- 
verted into three shares common 
of the new Sunray Midcontinent 
Oil Co., also one share 414% 1st 
preferred and one half share 
514% 2nd preferred, latter con- 
vertible into common at from 30 
to 35 on a sliding scale. Outstand- 
ing Sunray common will be un- 
changed but the preferred will 
be retired. The consolidation is 
expected to provide important 
economies of operation and the in- 
tegration of the various divisions 
will create a higher degree of 
efficiency generally. —END 
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‘Ogran 
shoul (Important... To Investors With $20,000 or More!) 
seal Ti. this experiment! Imagine thai all your securities were sold yesterday. 
Ys . ° . : ‘ 
Dassen Today you have nothing but their cash value. 
pa Then ask yourself, “Should I repurchase my former holdings as offering the most 
, 25 outstanding prospects for safety, income, profit—or could all or part of my funds 
mpaty be used more profitably in the coming year? Should I invest my cash now?” 
he: Some investors who test their lists honestly find that they are holding securities for 
study. unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
cargo because they like to see issues on their list which show a profit, even though the 
Nn, eX future has been discounted; (3) because they are sentimentally attached to inher- 
B. ited securities, or shares of a company for which they work; (4) because they feel 
e that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 
Re Today there is no need to hold unfavorable investments which may be retarded 
ST O08 in 1955, or those where dividends are in doubt. Selected issues are available 
Base which offer a substantial income, a good degree of security and dynamic growth i 
eased : nia ta aie : : 6 
> Wil prospects if your purchases are strategically timed. Many are undervalued as 
Ss of measured by earning power, capital assets and 1955 potentialities. 
1pany : ; P a 
pe As a first step toward increasing your income and profit in 1955 we suggest that 
f this you get the facts on the most complete, personal investment supervisory service 
. In available today . . . to investors with $20.000 or more. 
odue- 
trols Investment Management Service is designed to help you to own shares of com- 
> and panies that will PACE THE NATION’S GROWTH . . . leaders in electronics. 
van aerodynamics, “push-button” production... prime beneficiaries of the dual war- 
pre. peacetime future of the atom. With our counsel you can share in huge profits to 
r de- flow from our coming network of “throughways”, the St. Lawrence Seaway and 
other vast projects ... from Canada’s boom . . . from the host of new products. 
metals, chemicals, techniques .. . ALL WITH DEEP INVESTMENT SIGNI- 
Sun FICANCE. 
1ges, 
itted Full information on Investment Management Service is yours for the asking. Our 
ach rates are based on the present value of securities and cash to be supervised—so if 
ee you will let us know the present worth of your account—or send us a list of your 
neat holdings for evaluation—we shall be glad to quote an exact annual fee . . . and to 
1st ansiver any questions as to how our counsel can benefit you. 
1are 
con- 
INVESTMENT MANAGEMENT SERVICE 
ind- 
un- A division of THE MAGAZINE OF WALL STREET. A background of forty-seven years of service. 
ill : : 
er 90 BROAD STREET NEW YORK 4, N. Y. 







































































Library with a 
one-track mind 


Each of the volumes in the young 
lady’s arms relates to one general 
subject. Each of the thousands of 
other books, pamphlets, magazines 
and translations which line the 
shelves around her relates to the 
same subject. 

This is the library of the Re- 
search Laboratory of The Ameri- 
can Tobacco Company. The subject 
is tobacco, its growth and chemistry 
... tobacco products, their manufac- 
ture, their physical personalities. 

Available here, in this finest and 
most complete library of its type, 
is valuable information for tobacco 
buyers and growers, for manufac- 
turers, for anyone interested in the 
scientific study of tobacco and to- 
bacco products. 

Naturally, the library is used 
most by the research scientists in 
the laboratory itself. Here, for ex- 
ample, is much of the basic data 
that helped them devise the famous 
system of quality controls which 
guard the excellence of Lucky 
Strike cigarettes. 

Like every department in the 
laboratory, like every one of the 








hundreds of tests run every day, 
this library is an essential reason 
why, pack after pack, Luckies are 
the cigarette of matchless quality. 


FIRST IN CIGARETTE RESEARCH 
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